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83p CONGRESS, Ist SESSION 


H. RES. 115 


IN THE HOUSE OF REPRESENTATIVES 


—_—_— 


RESOLUTION 


Resolved, That the Committee on Education and Labor, effective 
from January 3, 1953, acting as a whole or by subcommittee, is author- 
ized and directed to conduct studies and investigations relating to 
matters coming within the jurisdiction of such committee under rule 
XI, clause 6, of the Rules of the House of Representatives. For such 
purpose such committee, or any subcommittee thereof, is authorized to 
sit and act during the present Congress at such times and places within 
the United States, its Territories and possessions, whether the House 
is In session, has recessed, or has adjourned, to hold such hearings, and 
to require by subpena or otherwise the attendance and testimony of 
such witnesses and the production of such books, records, correspond 
ence, memoranda, papers, and documents, as it deems necessary. Sub- 
penas shall be issued only over the signature of the chairman of the 
committee or a member of the committee designated by him; they may 
be served by any person designated by such chairman or member. 

The committee may report to the House of Representatives from 
time to time during the present Congress the results of its studies and 
investigations, with such recommendations for legislation or otherwise 
as the committee deems desirable. Any report submitted when the 
House is not in session shall be filed with the Clerk of the House. 
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INVESTIGATION OF WELFARE AND PENSION FUNDS 
(Washington, D. C., and Atlantic City, N. J., Areas) 


MONDAY, NOVEMBER 29, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON EDUCATION AND LABorR, 
SPECIAL SUBCOMMITTEE ON INVESTIGATION OF 
WELFARE AND Pension Funps, 
Washington, dD. Cy. 

The special subcommittee met at 11:05 a. m., pursuant to notice, 
in the House Office Building, Hon. Samuel K. McConnell, Jr. (chair 
man of the subeommittee) presiding. 

Present: Representatives MeConnell, Bosch, Rhodes, Lucas, W er, 
and Miller. 

Present also: John O. Graham, staff director; Edward A. McCabe, 
general counsel; L. M. Weltmer, assistant general counsel; Russell 
C. Derrickson, chief investigator; Carmine 8S. Bellino, special con- 
sultant; and Raymond C. Cole, Jr., special investigator. 

Chairman McConnetu. The hearing will please come to order. 

The first witness today in the hearings is Mr. Earl Liever. 

Will you stand up please and raise your right hand? 

Do you solemnly swear to tell the truth, the whole truth, and 
nothing but the truth so help you God ¢ 

Mr. Liever. Yes, sir. 


Chairman McConnett. Mr. Derrickson, will you proceed. 


TESTIMONY OF EARL LIEVER 


Mr. Derrickson. Mr. Liever, will you state your name and address? 

Mr. Lizver. Earl Liever, L-i-e-v-e-r, president of the firm of Earl 
Liever, Inc., 4856 El Camino Real, Los Altos, Calif., and 625 Wash- 
ington Street, Reading, Pa. 

Mr. Derrickson. You are here in answer to a subpena ? 

Mr. Lirver. Yes, sir. 

Mr. Derrickson. Mr. Liever, will you tell the committee generally 
what your background is¢‘ We understand you are in the insurance 
business. Will you give us a brief statement as to your training and 
experience ¢ 

Mr. Liever. I am a graduate of the University of Pennsylvania, 
Wharton School, class of ’26. 

Mr. Derrickson. Did you graduate in 1926? 

Mr. Lrever. Yes, in 1926. Iam proud to be a Pennsylvanian, with 
the chairman, too. 

Chairman McConne.u. I was graduated in 1923. 


20 
doe 
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\\ ll of you keep your voices up so the audience can hear the 
: »* a , 
quest Ol ind answers I notice them stran 1” back there, and | 


Mr. Liever I made the msurance usiness Mv ¢ ireer, and I consider 


the insurance business a professio1 il business and I consider myself 
a professional insurance man. 

Mr. Derrickson. You have been an insurance broker ? 

Mr. Liever. Since 1926, sir. I haven’t been in any other business; 
that is 1t, period. 

Mr. Derrickson. Were vou e1 ploved at one time by Penn Mutual 
or! ve you been a broker all of the time 

Mr. Lirver. What is that 

Mr. Derrickson. Were you ever employed by a surance com 
pany as an agent 4 
~ Mr. Lirever. Well, Iam roker and an agent 

Mr. Derrickson. In a supervisory capacity / 

Mr. Lirver. I helped to organize a « isualty company in Pennsy] 

i. Which I was 1m oritv stockholder in. called the Penn Mutual 


VA) 
Indemnity Co.. and in conjunction w.th my ow! office, I think the first 
Tors mol ths or mavbe a vear I worked to set up the agency plant 

Pennsylvania. They Ol ly operated in Pen SsVivalla. That is all. 
Phat the only time I can sav I was an emplovee of a firm. 


i 
Mr. Derrickson. Now, in your capacity or career as an insurance 
broker, approximately when did vou start to work 1n the field ol 


inion group insurance plans 4 

Mr. Linver. Well, I will say all group imsurance plans, I think I 
tarted somewhere around 1948 

Mr. Derrickson. Around 1948 4 


Mr. Lirver. Yes, sir. 

Mr. Derrickson. Was one of the first cases you wrote in Atlant 
Citv covering the | ite] ad restaurant en ployees unhlOnN, local DOS, 
and bartenders’ local 591 7 

Mr. Lrever. That is one of the cases. 

Mr. Derrickson. Was it the { 
to that 4 

Mr. Lirver. Oh, ves: I had written—I think that I wrote a case 


irst, or had you written others prio 


for a firm, and it was what you call a group case for the American 
Safety Cable Co. And I had written a small teamster case at that 
time, starting off. 

Mr. Derrickson. And you started to work on this Atlantie City 
ease in 19487 , 

Mr. Lirver. I don’t have my file, but I imagine around that time: 
yes, SIP. Th it isthe reason | Wal ted to have} \ files here. 

Mr. Derrickson. Will you describe for the committee, how you 
foul d that case, and how you becar le The broker in that parti ‘ular case ? 

Mr. Liver. You asked me that question in California, and I have 
been trying to rack my brain on that. My recollection is that I at 
tended a State AFL meeting in Pittsburgh, the Pennsvlvania State 
AFT, and 1 the course of a conversation there someone told me of a 
ease, I was try ing to see where cases were, and sort of popping up. 
and someone told me there. I think, of a case in Atlantic City. and I 
think about 5 or 6 or 7 weeks afterward I had occasion to go down 
to Atlantic City, because around where I live we go down weekends 
there. That is how I found out. 


INN oe 
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Chairman McConneuu. A little louder. 

Mr. Lirver. If I talk too loud. IL sort of hesitate in my speech, and 
that is the reason. I have an impediment and I like to maintain that, 
and SO | will do that. I aim SOrry to admit | have al unped ment 
my speech, SIT. 

Mr. Derrickson. When you went to Atlantic City, who did you 
in touch with # 

Mr. Liever. In Atlantic City, [ got in touch with, I sort of scouted 


around and | vot in touch with one of the union fellows I think h 
hame was Mr. Gould—a1 ad I explained to him that 1 understand thi \ 
were contemplating a program, and I wanted an opportunity to bid 
On It. 


Mir. DERRICKSON. You did not eve1 meet him or ye 1 did not <hie 
him prior to that ¢ 


Mr. Lrever. The first time I saw him was when I bumped into him 
rieht in Atlantic City, sir. 

\Ir. Derrickson. You bumped into him 4 You tn by t| ce. % l 

ade it a point to go and see him? 

Ir. Linver. Yes, I did 

Mr. Derrickson. To tell him about your activities and y nite 

th pending case ¢ 

Mir. Liever. That is correct, sir. 

Mr. Derrickson. Did vou contact anybody else, su is the « 


1 


plovers Involved 
Mr. Liever. I don’t believe I did at that time. 
Mir. Derrickson. And then what happened from there, Mr. Liever ? 
Would you describe in your own words how the case develop 


in this case 


ow you became the broker ¢ 
Mr. Liever. I think subsequently I eiven spi ut 
[ submitted to my insurance pany, inded a | i 
1] rance company rasa up the rates mad \ c lke hat, perta 
to the bid, . 
Mr. Derrickson. You were given er tions and ye ean by 
it information co rhning the in r ot eople that ould be 
volved, and the type o O'VkK ¢ 
Mir. Liever. That true. 
\Lr. DeERRICKSON. JA] { e type of ¢ vernve ft re 
+1 <a 
Mr. Liever. That is right 
\ir. Derrickson. And you ibmitted to vour ee 


ean the American Casualty Co. of Reading ? 

Mir. Lirever. I do, s 

Mr. DERRICKSON. Were you an age tofthe Ame in ( uAItv Co. ¢ 

Mr. Liever. Yes. 

Mr. Derrickson. Did Mr. Gould understand that ? 

Mr. Lirver. I don’t think it was mentioned. If an agent or a broker 
comes up, it is presumed that he represents a particular company, and 
sometimes they don’t. If I were appointed, for example, to be a co 

iltant for an entire group, I would then represent by sending out 
specifications to all companies. But in this particular ¢ase—— 

Mir. Derrickson. You were not a consultant in this case, but vou 
were operating as an agent / 


Mr. Liever. Asa broker and agent. 
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Mii Derrickson. Did you send these He cations to any other 
in rah e Con) ny 
Mr. Liever. At that particular time, no. 


Mr. Derrickson. Do vou know whether or not the trustees of this 


fund obtained bids from othe surance companies 4 
Mr. Lirver. I understand they did, because from the grapevine in 
the surance 1) iS]] es | ci rstay qa there wer i lot ot local fellows 
aise mMdine im Hida miuitane isly, and I as iumed that was done. 
Mr. Derrickson. Did \ bmit the bid for American Casu 


/ 


alty Co. ¢ 
Mr. Lirver. I did, 
Mr. Derrickson. Flow did nit it and to whom ¢ 
Mir. Linver. I believe we ent down. Mr. Darrell Smit 1, vice presi 


ty Co., and I went down 


at a meeting the Chamber of Commerce of At] tic ¢ ty on the 
boardwalk. We were to present our bid in front of the trustees, 
represent ne the e} plo es and he | ) 

Mir. Derrickson. Now let me get that clear for the record. You 
sav that vo nd Mr. Darrell Smith visited Atlantic City, at which 


] + 
o the trustees 4 


; . 1 
Vin LIEVER. io the trustees, repres¢ ting poth @1 


L think that needs 


Mr. Derrickson. “Representing both groups” 
to le irified. ‘There were two groups of employee . were there not, 
re illy two ea es ¢ 

Mr. Liever. Not actually. The union represented one case and the 
trust represented the union and the trustees represented manage 
me t. and t isa cotrustee d Ll. 

Mi DERRICKSON, sv. i ¥} | Bie Tlie the employe r 


’ 1 1 
ees as Well as the emptovee trustees ¢ 


Mr. Ligever. That is correct, sir. 

Mr. Derricksc x. And after the presentation of that bid, when were 
vou notified that the American Ca laity Co. would receive the busi 
} 


3 


( = 

Mr. Lirver. I don’t recall the date. 

Mr. Derrickson. Was it at that time? 
Mr. Lrever. Oh, no, it was subsequently. 
Mr. Derrickson. Was it subsequently to that time ? 


Mr. LiaeEver. Yes, sir. 


Mr. Derrickson. Were those bids of the other companies opened 
At tl ft meeting, o1 ji t vou hid ? 


] 


Mr. LIEV1 R. I assume the trustees opened ip the r bid ‘ and I don’t 
know, because our bid went 11 and that is it. 

Mr. Derrickson. Did you attend the meeting; did you see the 
bid opened, and was it a sealed bid ? : 

Mr. Liever. It was really handed in by Mr. Darrell Smith, vice 
presid nt of the company. 

Mr. Derrickson. It was handed in by Mr. Darrell Smith. And did 
you and Mr. Smith stay at that meeting for a discussion of the bid, or 
did you leave / 

Mr. Lrever. I believe they asked a lot of questions from Mr. Darrell 
Smith at that time. 
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Mr. Derrickson. Do you recall whether or not they had opened the 
bids as a basis for the questions? 


Mr. LIEVER. I imagine they would have to open up the bi d to ask 
questions, and I assumed that. 
Mr. Derrickson. I asked you if you knew. Do you know whether 


or not they ope ned it? 

Mr. Lrever. I believe they did, and I am just not sure. 

Mr. Derrickson. Do you recall whether or not other bids wer¢ 
opened at that time by the trustees ? 

Mr. Lirver. I was too much interested in my own bid, and T don’t 
think that I looked at any other agent handing in a bid. I couldn’t 
say “Yes” and I couldn’t say “No,” sir. 

Mr. Derrickson. Now, this bid that you and Mr. Darrell Smith sub 
mitted to the trustees, as you just st: ated, was that the only bid sub- 
mitted on this case or were there others before or after? 

Mr. Liever. I don’t understand your question. Do you mean any 
other company that I represented ¢ 

Mr. Derrickson. Was that the only bid that the American Casualty 
Co. presented to the trustees ? 

Mr. Lrever. At that particular time, yes. 

Mr. Derrickson. Well, was there any other time that any other bid 
was presented ¢ 

Mr. Litver. I don’t remember. They might have asked for certain 
clarifications of the bid, and perhaps the company clarified certain 
provisions of it, and now, of course—— 

Mr. Derrickson. Before or after this meeting ? 

Mr. Liever. I don’t know. Maybe after, I am not sure. 

Mr. Derrickson. To your knowledge, was there any bid presented 
other than this one? 

Mr. Liever. I don’t recall 100 percent correctly, but I assume it was 
Just clarifications, between you and me. 

Mr. Derrickson. Was the content of this bid ever given to anvbody 
else other than the trustees a ior to this presentation you tell us about ¢ 

Mr. Lrever. Will you rephrase the question, sir, ones 

Mr. Derrickson. Was the content of this bid, which you say was 
presented to the trustees by Mr. Darrell Smith, ever given to any one 
of the trustees prior to this particular day that it was presented to 
them’ Ordinarily that would not be done, would it, Mr. Liever / 

Mr. Liever. What is that? 

Mr. DrRRICKSON. Ordinarily it would not be done ? 

Mr. Lirever. Sometimes bids are handed in to any one of the trustees, 
wr to either side, and they present it to the trustees, sitting en bance. 

Mr. Derrickson. Do you know whether or not this was discussed 
with any of the trustees prior to this time ? 

Mr. Liever. I am racking my brain pretty good here. I am won- 
dering if it was before or after we had discussed the bid or rather we 
had given the bid. Whether it was after or before, I am not so sure. 
It was to one of the trustees. Mr. Gould, and I don’t know whether we 
gave it to his office, and that is about the only time that I recollect now; 
I am not so sure whether it was after we gave it. Mr. Darrell Smith 
and I went down; but the same bid approximately. I am sort of hazy 
on that but I have some notes. 
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Mr. Derrickson. Mr. Liever, this case and the bid presented by 
American Casualty Co. covered the accident and health and hospital 
zation and surgical benefits and so forth, but not life insurance / 

Mr. Lieven. The American Casualty Co. wrote the casualty portion 
of the case. and the Connecticut General wrote the life insurance. 

Mr. Derrickson. Did you submit the bid covering the life-insurance 
aspects of the policy at th ie Same time ¢ 

Mr. Liever. I believe I took Mr. Neal, I think his name was, the 
company man of the Connecticut General from the Philadelphia office, 
and | pic ked him up Oo} the way up, or else I met him there—and I 
am not so sure which way—and he handed in his bid for the life. 
Life insurance, of course, is all based on nature. 

Mr. Derrickson. Was that at the same time? 

Mr. Lirver. I believe it was at the same time. 

Mr. Derrickson. You believe it was at the same time / 

Mr. LIEVER. ‘I he same time that we appeared at the office of t] 


chamber r of commerce of th So es In Atlantie ¢ Ity. That is when 
we handed in our formal] | oad 
Mr. Derrickson. Now, ir Liever, as a result of this bid which you 


handed n-— 
Mr. Lirever. Excuse me for a second. 
Mr. Derrickson. Certainly. 
The American Casualty Co. and the Connecticut General Life In- 


surance Co. eventually wrots oe iness ” 
My [LIEVER. Yes, the v did. Wet hink we had the best bid. 
Mr. Derrickson. Mr. Liever, what commission did vou get from 


the American Casualty Co. w . respect to this policy ? 
Mr LIEVER. seventee! and ; h) Uf per cent commission. 
Mi Derr KSON, I] yw \ > tl} it neaure dex ded upon ¢ 


Mr. Lirver. Well, the standard commission is—keep in mind in 1948 


group insurance was a model T Ford compared to 1954, and in 1948 


it eluded most of the companies and brokers that were just getting 
in this business. Actually, this u ( miu hroomed to proportions 
that urance _ tments, and imsura ompanies and broker are 
be] d schedule even todav. That how fast it ran. and at that time. 
of coun e, compal ies were cett ne in the bu ess, and I assumed the 
American Casualty Co. at that time didn’t have too much business on 
t] books, and the standai lt commission of a company of that 51Ze@ Was 
>percent comm ( 

Mr. Derrickson. 7 tandard comn mv 4) percent at that 
time, as you re ill it? 

Mr. Lrever. That is my reco llection, that agents got 20 percent. 
Ai | keep in mind this iS! acase of any Ze, The est mated annual 
premium would be $31,000 sisal: ind so it wasn’t a big case. 

Mr. Derrickson. Can you give any reason as to why, then, 1714 
percent commission was acceptable to vou 4 - 

Mr. Liever. I am an insurance broker : ser a ked the company how 
much commission it was ind they told me 17 » percent: ind I take it. 

Mr. Derrickson They decided to pay you 172 6 percent ? 


Mr. Liever. That is correct, sir. 
Mr. Ruopes. Mr. Derri skson, I have one question. You say that in 
an insurance business of this kind, 20 percent is the usual commission. 
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Do you mean that for the first year of a policy, or for subsequent years ‘ 
Mr. Liever. Well, on small cases—am I to answer the question—— 
Chairman McConne.u. Yes. 

Mr. Liver. I want to get myself straight here. On small cases of 
this size, that would be standard equipment, year in and year out. 

Mr. Ruoprs. On a small case , this would be the same for subs sequent 
years as it was for the first year 

Mr. Liever. ‘That is correct, sir. 

Mr. Derrickson. So the agreement with the American Casualty Co. 
and yourself was that you would receive 1744 percent commission, each 
year, so long as the policy was in force 4 

Mr. Lirver. Well, I assume that I got 1714 percent on the first year 
and I am going to get it each year. 

Mr. LERRICKSON. There IS ho prov ision for lower commission rates 
as the policy becomes older, such as the practice in many insurance 
companies today, and also at that time? 

Mr. Lirver. Today, you want to get 1948 against 1954, and don’t 
confuse those per iods. 

Mr. Derrickson. I am not, and Iam asking you if your understand 
ing was that you were to receive that every year that the policy 
remained in force? 

Mr. Lirver. That is correct. 

Mr. Derrickson. Were you aware of what the retention rate of 
American ( ‘asualty Co. was going to be on this policy ¢ 

Mr. Lirver. I will be frank with you, that its retention was an un 
known quantity to me, and to 98 percent of the brokers in the country, 
as far as group surance cases were concerned. 

Mr. Derrickson. Did you know what it was on this case, at the time 
that you wrote it ¢ 

Mr. Liever. There was no question, there was no information, and 
there was no discussion or anything, because the retention had nothing 
to do with it, and I never mentioned and I never heard retention on it. 

Mr. Derr KSON, Were any othe cee made as to what 
you should get out of this case, if the business— 

Mr. Lirver. Are you speaking about the first year 

Mr. Derrickson. [am speaking at the time it was established, at the 
time it was placed with American Casu: ad 

Mr. Lirver. No other arrangements, si 

Mr. Derrickson. What arrangeme a were there for paying divi- 
dends or experience rating refunds ¢ 

Mr. Linver. You mean the first year ? 

Mr. Derrickson. I mean the first year as well as any other sub- 
sequent year, Were there any arrangements for the payment of 
div idends or experience rating refunds that would come as a result of a 
good experience with that policy / 

Mr. Larver. On the second year, I think, I asked the company 
whether they could increase the commission from 1714 to 20 percent, 
and they said no, they wouldn't; but they would give me an agree- 
ment whereby I would share with the company on a 50-50 basis if 
there was a profit in the case. 

Mr. Derrickson. And what were the details of that agreement / 

Mr. Lirver. I would share 50 percent of the protit on that case 
with the insurance company. Say, for example, 6214 percent loss 
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ratio, and any savings effected from a 621 > percent loss ratio, in lieu 
of an additional 244 percent commission, 1 was to share in the profit 
of the case. 

Mr. Derrickson. Was there an agreement to that effect ? 

Mr. Lirver. Yes, sir. 

Mr. Derrickson. Was the 6214 percent the figure in the agreement ? 

Mr. Lirver. Yes, it was. 

Mr. Derrickson. And when was that made, Mr. Liever, the second 
yeal of the policy f 

Mr. Lu ver. I beheve from the second vear o} ‘ and some time from 


the second year on, because the first year I think we just got 174% 
percent flat commMIsSsION. ] don't have my record: here before me. 
Mr. Derrickson, Then, if you decided that 6214 percent would 


2.2 l 


be th point at which you would determine these so-called profits, 
then the retention rate was 371 » percent, Was it not? 

Mr. Lirver. That is right, sir. 

Mr. Derrickson. Now, in order to get this clear for the record, 
let me ask you again what this ivrangement was. Did this aoree- 
ment mean that if the losses incurred on this case were less than 6214 
percent of the premiums paid, that whatever that difference was, you 
and the insurance company would share on a 50-50 basis ? 

Mr. Liever. That is right, sir. 

Mr. Derrickson. And isn’t that ditference generally the amount of 
money that would yotoal olicyholder in what is called dividends with 
some companies, or experience refunds in others ? 

Mr. Liever. In 1948 I understand it was general practice by a lot 
of companies to do that. 

Mr. Derrickson. It may be general practice, and it might have 
been, but that is not the quest on, Mr. Liever. The question is, isn’t 
that ordinarily considered by all insurance companies as a basis for 
determining what amount of dividends would be paid to policy- 
holders, or experi nee rat ing’ refund ¢ 

Mr. Lirver. The insurance company made an arrangement at that 
time with the policyholder, yes, but if the insurance company said 
nothing about giving any refunds to any policyholder, that was 
standard practice, period. 

Mr. Derrickson. The trustees were under the impression when this 
bid was given that at no time would they ever have an opportunity 
to get any dividends? 

Mr. Lrever. I don’t think that was. 

Mr. Derrickson. Or experience rating refunds, regardless of what 
the experience turned out to be? 

Mr. Liever. It was never even mentioned, to my knowledge. 

Mr. Derrickson. During the first year, there was a good experience; 
was there not ? 

Mr. Lirever. One of the few companies that was; ves. 

Mr. Derrickson. And when that year was over, and the losses were 
compared, it was under 6214 percent ? 

Mr. Liever. Yes, sir; I assume so; ves. And I don’t have my rate. 
I know several years I got experience rating refunds, and whatever 
that was—I don’t have my figures, and I am sure Mr. Smith will give 
you that information. 
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Mr. Derrickson, Mr. Liever, I have here the original questionnaire 


filled out by the American C'a laity Ce regarding th part ular ise, 

These are the Pures as si bmitted by the American Cas ity Ce It 
ubmitted to the committe 1 respon e tothe cha un’ (yuie 

naire which was sent to practi 1h) Ll nsura e ( } s tive 


ountry. 
] 


On that question) ure, it shows that { is policy heeal n Aucust of 


1948. and that from that date on up to August of 1953 the total amount 
of premiums paid on this case Was §S159.435.28. Out of that amount 
of money, vou } ere pa dont Ce DASIS OF \ U1 were percent om s10n 
rate, $24,334.51. The incurred claims, over that same pet of t Cs 
was $41,159.18. And under the column headed “Dividends” or “expe 
rience rating refunds,” the total amount paid to vou was 813.865 

Mr. Lrever. From 1948 on to this particular time; is that correct? 

Mir. Derrickson, From the time it started, until Aueust of 1 


Mr. Linver. Pardon me for interrupting. 


Mr. Derrickson. Now, under this agre t vou Just t Ss 
ibout, this amount of S1 { vie | 
what the savings were, because from whit you sa d the insurance 
company got just as much out of this as you? 

Mi. Lirever. That correct, sil 

Mr. Derrickson. Over and above the commissions and other ex 
penses involved ? 


Mr. Jarver. Tlow many years was that? How manv vears does 


] | + 1 ‘ . 
that represt t, that Sil5.000 4 How DANY venrs dor represent 
P ] 
| has / 
\T,). | 1 yy , 
Vir. IJAERRICKSON,. 1 t presents o Vea .9 Gditterent payment 


Now, this Vou received under Whit Vou call a retrospective con 


mission agreement: was 1t not? 

Mr. Liarver. I don’t know the official title. Tam assuming that that 

the title the Insurance compnnies ive vou. | call It A comm on 
ioreement in addition to my ive perce t, and I am assuming that 
that is the title that the American C'a ualty C'o. ealled it. 

Mr. Derrickson. It is a commission; is it not? 

Mr. LIVER. It is an additional comm on agreement, over a d 
above the 1714 percent, and if the company calls it retrospective com 
mission, it 1s all right with me. I am assuming that that is the title 


of it. 

Mr. Derrickson. Did the trustees of the fund ever know what your 
arrangements were with the con pany, as to \ ir 17% percent com 
mission, and as to this additional : oreement 4 r 


Mr. LIEVER. I Wol ld Say not to my lk owledge. We didi a Say that 


at the time of the Inception of the ease, and that is the time we handed 
in our bids, and there was nothing related to anv retention agreements, 


and I assumed that that is it. 

Mr. Derrtcxson. Is that agreement still in effect ? 

Mr. Lirver. No; it is not. I am very happy that you asked that 
question, sir. If I may, I would like to enlarge my reasons, and I 
think that this is an informative group. 

Mr. Derrickson. We would like to hear it. 

Mr. Lirver. And I am very happy to enlarge. I think all of us 
mature in stature by experience. I am not the same individual I was 
in 1948. I am a one-man operation all over the country. I was 
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moving so fast all over the country that, frankly speaking, I had 
forgotten that I had a couple of cases inmy Pe ‘nnsylvania office where 
shared that commission. 

In July of this vear, when I caught up to it. because my Pennsylvania 
office handled if until this year, | thought ] would consolidate every- 
thing over there. And, as I told you, I am also selling my business 
because I may be a hundred percent Californian, but I am a sort of 
Pennsylvanian at heart. I came across it, and I voluntarily came to 
the office of the American Casualty Co., in Mr. Darrel Smith’s oflice, 
and I said: “I understand we still have agreements on several of these 
cases where I share.” And I said: “I want them canceled, period, 
retroactive to January 1, 1954.” And that is exactly what I did. 

Mr. Derrickson. Was it at your request ! 

Mr. Liever. I, myself, walked into the oflice of the American 
Casualty Co., be aise Ms con side ‘rat this particular time that | don’t 
want those kind of dea ‘ause the group-insurance business has 
matured and I] dion’ want Htolone rate that way. 

Mr. Derrickson. When was that; approximately when ? 

Mr. Lirver. Some time around the end of July of 1954; this year. 

Mr. Derrickson. You had forgotten that for the calendar year of 
1953 you had gotten an additional check over and above the 1714 
percent, of two thousand one hundred and eighty-six dollars and some 
cents ¢ 

Mr. Lirver. I went to the Pennsylvania office and I looked at the 
statement once every 6 months that the C. P. A. gives me, and that is 
the only time I even recall how much money they make there. 

Mr. Derrickson. What are the present arrangements; just the 
17%, percent ¢ 

Mr. Liever. That is correct, 

Mr. Derrickson. Mr. Liever, over this period of 5 years the total 
amount of commissions, p lus the additional commission, as you call 
it, which the insurance company reported as an experience rating 
refund, amounted to $38,202.66. Did you know that over that same 
period of time that the total amount of claims paid to the people who 
were to get the benefits of this policy amounted only to $41,157.18 ¢ 

Mr. Lirver. I assume that the figures that the insurance company 
have are correct, and I just olanced at them. Now, I didn’t finish 
my statement. 

I walked into the American Casualty Co. and I said, “From now on, 
any experience rating to be in this policy, I want it to be given to the 
policyholder; that is for the American Casualty Co., and for my end 
of it,” and I canceled that voluntarily all of the way down the line. 

Mr. Derrickson. Did they agree to that? 

Mr. Lrever. They certainly did. 

Mr. Derrickson. Did they agree to give up their share of this, as 
well as yours? 

Mr. Lirver. That is correct, 

Mr. Derrickson. There was no misunderstanding on your part that 
you weren’t only giving up your 20 percent of this saving, but they 
were to give it up, too ¢ 

Mr. Lirver. I made it pretty clear to them. 

Chairman McConnewi. May I ask a question here? What are the 
arrangements in other insurance companies for a similar type of busi- 
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ness? Do they have this arrangement of experience rating and so on, 
additional commissions 2 

Mr. Lizver. Mr. Chairman, I think that I can answer that if I may, 
and I would say for the last 3 years, since L have grown in stature in 
the business, and all of us have learned this business from its infancy, 
I wouldn’t put a case on = books unless there is a contingent arrange 
ment with the company ; or in other words, how much they take which 
includes my commission, over and above any savings effected from the 
claims voing to the pole yhok ler. That is how I Operate, 

Chairman McConne.u. Now, what is the practice in the country 4 
That is what I had asked ? 

Mr. Lisver. Iam sure that there are a lot of business sold even toda \ 
by companies who do not operate in a large volume group insurance 
case, and who are what we call casualty companies, and not life com 
panies, that write life and disability, and this is a casualty compan 
that writes fire and automobile. I am sure that they still, on saa 
cases like that, they still pay agents around 20 percent, on a 30,000 o1 
39,000 annual payment. 

Mr. GranaAm. Do you have the same arrangement with any of the 
other insurance companies that you deal with ¢ 

Mr. Lirver. I have canceled e verything, and J only had a couple of 
cases with the American Casualty Co., and that is the only company 
I have ever had. 

Mr. Grauam. You said it was more or less of a common practice. 
You also, as a broker, represent other insurance companies ¢ 

Mr. Liever. At that time I only did business with the American 
Casualty Co., and I would say 90 percent, and I was only starting in. 

Mr. Granam. But this arrangement was in effect up until the 
middle of this year ¢ 

Mr. Liever. | have no other arrangements on any other business 
other than what I have told Mr. Derrickson. 

Mr. Grauam. You said it was a common practice, though, among 
other companies ¢ 

Mr. Lirever. I understood at that time, in 1948, it was. 

Mr. Granam. With what other companies ¢ 

Mr. LIEVER. Well. ] understood it was a common practice ot In 
surance companies in the casualty group to handle a small case like 
that, and to do that kind of business. For instanee, 1 sell tire in 
surance, 

Mr. Granam. Let us keep to this. You said it was more or less 
of a general practice. You are a broker, and you sell for all insu 
ance companies / 

Mr. Liever. I am an agent and a broker. 

Mr. Granam. And so what other companies had the same policy 
that you had knowledge of ¢ 

Mr. Lirver. Well, I assumed that was the practice, and I didn’t 
know, on group insurance I don’t particularly know; no. I assumed 
it was the practice. 

Chairman McConne.i. Now getting back to my original question. 
In the practice as far as you knew in the country, it is generally to 
pay 20-percent commission to brokers; is that correct ? 

Mr. Lirver. No; 1 didn’t say that, Mr. Chairman. 

Chairman McConneti. I thought you said that. 


53814—54— pt. 2 2 
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Mr. LIEVER. | said in 1948, on a small ease. where a casualty con 
pany handles a small case lke thirty o1 thirty-one thousand dollars 
annual premium, I am assuming the local agent, that it was general 
practice for them to get ZO-percent commission. 

Chairman McConneE.u. What would be the general practice now ¢ 
Phat what I asked. 
Mr. Lrever. It all depends on the size. Now, for example, if T have 


a case that has A coun! » ¢ f 1 dred thousand dol ars premium and | 


have a retention with the company of 15 percent, a d include my com 
mission and my commission mav be standard eraded, 3 or 4 or 5—and 
t all depends on th ze of the case. I don’t think or I don’t have any 
eases as far as Lam concerned that that 1s a practice, at th particular 
time. 

Chairman McConne ry. Are ve saying that there is no general 
pract eas To com) S1Ons the United States: is that correct 4 
~ Mr. Lrever. I would say that there is no general practice, 1f you 
eall it that. 

Chairman MceConnetni. From your knowledge, what range would 


there be in commission plans to agents? Would thev range fron 


to Ppercent, wo id you say ¢ 

Mr. Liever. It all depends on the size of the case, sir. 

Chairman Me¢ NNELI | other vords, a small ease would be 

rher, ane erefore about ent, you woul L\ 

Mr. Lirver. Well, in a se of $31,000 annual premium, and com 
ng from a casualty company—and keep in mind a casualty com 
pany operates ona d ferent ile of commissions than a life company. 
A life company operates on a eraduated seale, 20 pereent, and if vor 
are a eeneral agent you get 23 pereent, and dow) the line, eradec. 

( 11) in McConnel : If { arve, he Ww low would they VO In 
their commissions ? 

Mr. Liever. I have some cases where I get 2-percent commission. 

Chairman McConnewi. How much? 

Mr. Lirver. Two percent, on an annual premium of about $90,000 
or $100,000. But that is on a level basis over a 10 year level instead 


of gett ng the first vear “ZO percent orad vl, which is standard com 


1] life companies. I sometimes take the so-called level 





mission of al 


basis, 2 percent level over 10 years, or 1.9 percent or 2 percent 
even. 

Cha rman McCon NELL. (re you speaking of the ame type of busi 
ness as we are talking about here, where you got 17% percent. and 
are you saving now that there are some that only get 2 percent / 


Mr. Lirver. Well, in a large case, com ng from a life-insurance 
company, and there is a difference between a casualty company and 
a life-insurance rate, and that is what I don’t seem to make myself 
understood on. 

Mr. Granam. Are you being specific, Mr. Liever, that a life-in- 
surance company handling casualty insurance, or a life-insurance 
company handling life insurance 

Mr. Lrever. Every time I say a life-insurance company I mean a 
life-insurance company that handles life, and disability and in- 
surance. And they do not handle fire, or automobile, or casualty or 
anything like that; as against a casualty company who does not have 
any life insurance, as the American Casualty Co. which has auto- 
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mobile and group insurance, and health and 
distinction in that field to my way of thinking. 

(Chairman Vict ONNELL What type oft nsurance e we tall or 
about here then ? And when vou rot 1714 percent Ol, ind 


} COMMIS. 

: : 
also some additional on experience rat no, value where you ‘ 
idditional commissions from that, what type of rance are e 
talking about here 

Mr. Linver. A casualty company. 

Chairman McConnecyi. We are talkine about casualty uy e% 


Mr. Liever. Yes, sir. 
Chairman McConneti. What does that cover / 
Mr. Lirver. What is that? 


Chairman McConneuiyi. What does that cover / 

Mr. Larver. It covers hospitalization, doctor calls, X-ray and lab, 
ind surgical schedule, and that sort, but operated by a casualty 
pany who dor not sell any life insurance 

Chairman McConneti. Now, are you saving t it this type of ! 
ance, 1f handled bv a life-insuran y company, would have a lower 
commission attached to it, so far as their agents are concerned ? 

Mr. Lrever. I think they would. They would have a graduated 
cale depending up f they were admitted in the State of New York, 
and if thev are outside the State of New York chances ire they would 
probably have the same idea as a casualty ec pany. But lam speak 
ng from New York stand ird rates, 

Chairman McConneuui. I am still unclear on th ; whole thing 

Mr. Rnoprs. We are trying to get the reason why you pay a diffe 
ent comnbiisstle na life con pany which writes the same kind of 
business as you would in a casualty company. And as I recall the 
state of ew Y¥« rik, vou mentionecd the State of New York re yuiire 
that certain max mum commissions be paid 0 life busine { 
that true’ Isthat not the reason for this differentiation / 


Mr. Lrever. All insurance companies that operate in the State of 
New York have to file their commission sched ile 
iny permission to allow to sell insurance. but most of ther ile the 
regular, what they call the so-called oraduated scale com) 

Mr. Ruopes. So any life company which does business in New Yor! 
iore or less has to conform to that standard both on its life bu 
AB d casualty business ¢ 

Mr. Lirver. That is right. 

Chairman McConnenu. A life-insurance company would pay lower 


commissions than the casualty company handling the same type of 


insurance: would that be rigl 

Mr. Lirver. I would say ves. 

Mr. Rropes. It could be higher or it could be lower, could it not ? 
You have stated that for a small deal, the commission in a casualty 
company would be high: and for a large deal it would be low. But 
in a life company, it would have to be uniform, no matter what size 
of the deal: is that not correct ? 

Mr. Liever. You are gettil 


am assuming 


it ¢ 


@ out of my line a little bit, sir, but I 
Mr. Ruopes. We are just trying to make some cveneralizations. 


Mr. Liever. I would say yes, and generally speaking I would have 
to answer yes. 
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Mr. Wetrmer. Do you have a policy now, if you are the broker with 
a life policy now, at this time? 

Mr. Liever. Yes; I think that will be developed as we go along, and 
I think that will make it clearer to the chairman. 

Chairman McConne.u. I do not want to prolong this, but I would 
wonder why any group would want to deal with a company that has 
a higher commission charge. That is what I do not understand. 
That is where the broker gets a high commission. Would they not 
get better results than a company paying a lower commission ? 

Mr. Lirver. These bids went out, sir, and went out under certain 
benefits of the group, and the company that gave them the best benefits 


for X number of dollars is the company that got the business, and 


if they have a service and things like that. All of those things enter 
into it, and I don’t think that there was any question of any agent’s 
commission, or how much the insurance carrier would retain, the per- 


centage of the premium, and I don’t think that that had anything 
to do with this case. 

I am assuming all companies bid the same way, and I can only 
speak for our own bid. We mentioned nothing about retention in 
any way, shape, or form, and frankly speaking, I didn’t know too 
much about it at that time. 

Chairman McConne ut. I do not know a great deal about it, and I 
will admit it. But I am feeling this way: That if a group who wish 
insurance has to pay in the cost of that insurance certain charges 
higher than some other company, it means they are vetting that 
much less coverage, or not as good a coverage, or insuflicient coverage, 
or something of that sort. 

Mr. Liever. I wouldn’t say that. 

Chairman McConneui. It seems to me if you are going to pay oui 
some of the money to something that has nothing to do with coverage, 
then you are fcoIng to get proportionately less coverage out of it. 

Mr. Lirever. No; they got the exact coverage that they wanted to 
get for X number of dollars, and if the company makes a dollar or 
two, or $100, or a couple of thousand dollars, it was no concern of 
theirs They gol the company to carry so much premium per eligible 
member, and that is the rate on that. That is all they were concerned 
about that, and they are not interested in the operation of the com- 
any. The only time they step In 1s on a case if the company comes 
along, and hands them a retention. They say we will keep 15 or 20 
percent of each dollar premium, and any savings effected from that 
are returned. That is the only time that comes up, and up to that 
time it doesn’t come up. 

Mr. Ropes. Going back to this commission schedule, you received 
171%, percent of the premium, which also received another amount 
which was variable with regard to the loss experience which the com 
pany had on the business written. Were you in any position to con- 
trol the amount of the losses which the company might or could ex 
perience ¢ 

Mr. Lrever. Definitely not, sir. 

Mr. RHODES. Now I am only slightly familiar with this restrospec 
tive type of contract in other lines of business, but in these other lines 
the agent, in order to earn a retrospective commission, has to perform 
certain duties, and they usually administer the relationship between 
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the insurance carrier and the insured: for instance if there is a claim 
the agent quite often pays the claim and then bills the insurance com 
pany. So that actually the insurance company has very little to do 
as far as administration of the whole affair is concerned 

Did you have any duties which might correspond to that type of 
arrangement 4 

Mr. Lirver. No,sir. 

Mr. Riropes. So that you really received a gratuity, vou might say, 
for the occurrence of a situat on over which you had asc Lely 10 
control ¢ , 

Mr. Lirver. I eall tC a COMIMISSIO! wind I don’t like the word 
“oralulty ” 

Mir. Rwopes. Now, vou stated that as far as these two Atlant ( \ 


eases are concerned, vou went into American Casualtv Co.. and stated 
that retroactive to January 1, 1954, vou would give up vou e of 


this retrospective commission if they would do so 
Mir. Liever. I told them I was fiving it up, and | expected then 
co do the same thing. 
Mr. Ruopes. Is there anything in writing to show that they di 
) 


iwree To do SO 


Nii LLIEVER. We canceled t ie other arrangement, eroht there, 


Mr. Darrell Smith made up a letter where [ canceled lloft mv mehts 
n that contract 

Mir. Ruopes. Well, now. the orleinal contract bet ‘ Ani in 
( asuialty ind the trustee vid. not} o gbout dividends, did it 

Mir. Lirver. That is right. 

Mir. Riiopes. So that in order to ike 5 provision binding on the 
company im the future. there would have to be a mod ition of t if 
contract, would there not ¢ 

Mr. Lirver. [ a ming that the American ¢ ialty Co. will 

odity that ( trv 

\ir Ry DES 1 T¢ TO Ke ( t they do? 

My. Liever. Yo et your life I do 

\i R ES. I a ne that the Ame ( ualty Co iS 
vritten seve police long these lines, at that particular time 
( gy for retrospective nnussions to salesm Do y know of 
youl ) any vled vhe rot ot there Has een anv agreenmnie I by 
\me CH Cia iit Co ] fy these phe ( ict mn WwW \ l 
might or might not een ? 

Mi. Lirver. Anv contract [aa terested in, that 1s going to be 
done, and that is part of my job as an insurance broker. 

Nin R ODES, \V it nbout the other contracts that \) eric na l 
uty has? Do you know whether or not they are going to modify 
them ¢ 

Mr. Linvel I cant Speak for the actions of he company, ind | 

, »] ) 


in only speak In any <¢ ise that I am an went or broker. 
Mr. Riop1 s. Does it not seem reaso} ible to vou that if they modify 
those contracts for a contract for one insured, they would have to 
modify it for all of their insured. 

Mr. Lrever. I am assuming that they will, and they are a high-class 
company, and Lam assuming that they will. 

Mr. Ruoprs. So that in effect, you feel that by fiving up your 


retrospective COMMISSION, You have put them ina position 
Mr. Liuever. Paved the way. 
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Mr. Riuopes. To ceive them a windfall or boon to all of the others 
Insured by the American (¢ ‘asualty Co. ? 

Mr. Lrever. Yes, sir. 

Mr. Ritopes. I think that that is all. 

Mr. Derrickson. Mr. Liever, as a result of this last agreement to 
pay t s expert e rating rei d to the policyholder, has the policy- 
holder in this case been notified: that is, the trustees of the fund ? 
Mr. Lrever. I am assuming that the America Casualty Co. will 
notify the policyholder; whether or not they did I don’t know. But I 
would know at the end of the vear. 

Mr. Derrickson. You have not notified them ? 

Mr. Liever. No; I haven’t as yet; no. 

Mr. Derrickson. That is to YO Into effect after the experience ot 
1954 has been calculated ¢ 

Mr. Liever. That is right. 

Mr. Derrickson. Mr. Liever, in this particular case, there was some 


life surance 1] volved, whi Wis placed with the Connecticut Gen 


era What was VOour CODMILSSION O} that part of t é 
Mr. Lrever. The usual graduated scale, 20 percent, graded what 
we call standard comm on. It was standard oraded, is the official 


title of that. 

Mr. Derrickson. Mr. Liever, about a year later you placed another 
policy with American Casualty Co. covering employees of this same 
union who were employed by the Chelsea and Ambassador Hotels in 
Atlantic City, is that not correct 4 

Mr. Liever. You mean in 1949? 

Mr. Derrickson. I mean in 1949 

Mr. Liever. I call it the small hotel policy. I think it is; ves, sir. 

Mr. Derrickson. Do you recall that there are 2 cases, 2 policies, in 
Atlantic City ¢ 

Mr. Lrever. Yes, sir. 

Mr. Derrickson. The second one started—— 

Mr. Lrever. I thought it is the Ambassador Tlotel and a little 
one 
Mr. Derrickson, It started in 1949, according to the report given 
us Dy the company ¢ 

Mr. Lirver. That would be correct. 

Mr. Derrickson. There is no question about that / 

Mr. Lirever. No, sir ; 


Mr. Derrickson. You had the same kind of arrar vrement on that 


part Cular Case, 171 » percel t, piu a shar Ing of the expel lence rating’ ¢ 

Mr. Lirver. Yes, sir. 

Mr. Derrickson. Have you ever reviewed that policy along with 
the others. to determine what the experience Was 1) order to advise 
With the trustees as to what better covet we they might vet, or what 
more benefits they might get as a result of their experience ¢ 

Mr. Lirver. The policy has been revised, and I am talking about 
the Atlantic City policy and it has been revised twice in the course of 
its life. with increased benefits and no additional premium. 

Mr. Derrickson. You have revised them twice, giving increased 


benelits, at no additional premium, but there was still enough saving 


that you still could share with the company some amount of money 
each vear 5 and in the case of this Chelsea and Ambassador employees 
case, | would like to just refresh your memory and for the record that 
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over the period of July 1949 to July of 1953, a 5-year period, thi 
total amount of premiums pa ad by that group Was 2 Ooo, Ud that 
your commission amounted to 34,171.19. And that is the Lily percent 
part oF your agreement with the ce pany. 

Phe incurred claims were 310.955, and over a period of 5 vi 

a rent payments, you receive so.oU9 45 under this so-callec 
pective CohimMis On iGTret ( .. | i vives vou a tota OL & 
which you received of t | the beneti C4 ec 
clams in the amount of i] 1 

Can vou vive the com Tee JUST itlol tor a igvrer ht 
whereby you and the insurance company shared m a vn 
money ba don av Pood sperience D\ | it ore ip Wh) h) 6) 
expected to go back to the group Oo bought the policy ma W 
expect t vet any venelll that met Ole TOM a BOO exypr eLce 
under that cove re 

Mr. Lirver. I can only say that at 1 tit \\ \\ revercie 
arrangements, | had no idea that the agreeme would give me 
penny, is uLallist anyvoning else | il n ; (i OT al iwreeme 
I made, mid [figured C Was part of ne *( NLISSION. 

Mr. Derrickson. You did tb KNOW ( evood it Was going to 


for you an company ¢ 


Mr. Lurevi a. No. 


Mr. Derrickson. You knew a little | bout at the end of the 


fit ear, though, did you not 

I) Li ER Ye 

Mir. Derrickson. And ye more the next vear, a vi ew 
more and more ! 1 1954 wher you decided it I i} ou id 
better give a little bit back to the policyholders; that \ t you are 

\j Bg VER. Well. | \\ HON Yr so rast. t it INCIVI ul te 
didn’ met out diow rave Hl Ove ( ntl i | 
didn’t ¢ round to 1. 

Iv. Derrickson. But vo lly ¢ e point eC] ( elt ( 
pohicyholdet should vet a bettel break out of it. did VO oO 

Mr. Liever. Well, 1 didn’t put it that way. I felt as soon as I 
around to it I just felt that I didn’t want that kind of tea 


ct | 
Mr. Derrickson. You did not int that kind of a d d 

Mr. Larver. No, sir. 

Mr. 1) RRICKSON, You came round to that in July of this veal 
and you were aware that the Congress was investieting these funds 
and the ins irance coverage of union OTTO ps at that time, or were 
you not ¢ 

Mr. Lirver. That wasn’t the motive of my turning it down, sir. 

Mr. Derrickson. I am asking you if you were aware at that time? 

Mr. Lrever. It was in the headlines. 

Mr. Derrickson. It did not have anything to do with your decision ? 

Mr. Liever. No, sir. 

Mr. Derrickson. Mr. Liever, at that same time, about 1948, « 
that time you stated a while ago that you wrote some policies covering 
teamsters’ locals in the Reading area ? 

Mr. Lirver. That is right. 

Mr. Derrickson. Placed it with American Casualty Co. ? 

Mr. Liever. That is correct. 


Wh? 
il 
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Mr. Derrickson. Did you have the same kind of agreement 4 

Mr. Lirver. I believe I had the same kind of arrangement. 

Mr. Derrickson. Including the sharing of the experience rating 
Ie f i! ds é 

Mr. Lirver. I believe so. Iam not sure. 

Mr. Derrickson. According to the American Casualty Co., you did 
have those same kind ot agreements, and over a pt riod ot | years, | 
do not believe those cases 01 po icles are now in effect, but you got over 
ind above $75,000 worth of commissions; plus $11,969 under this 
experience rating refund sharing agreement that you had with the 


company, Ww hich neans that the company got the same amount as vou 


d d. S] 1.969.64 over al d above their l ormal profit 
Mr. Liever. I am assuming their figures are correct, ves, sir. 


Chairman McConneti. How many claims were made? 
Mr. Mi ( "ABE. | t! il k n t] e combi ed hote ] eases, Mr. Ljever’s testi 


mony is that there were approx mately $51,000 paid in claims over this 


period, while there was approximately $45,000 paid to him in the form 


of commissions over the same period. That is $45,000 in commissions 
nd $51,000 in claims paid. 
Chairman McConnentn. It is the decision of the committee that 


7 
ess now until 2 o'clock. 


Whereupon, at 12 noon, the hearing was recessed to reconvene at 
i 


oe the same day.) 


PTER RECESS 
| eal re ened [5-p, m., wr the expiration of th 
recess, 
( urman McConnetit. The hearing will please come to order. 
Mir. Liever w n the stand wher recessed 
riever was on thes i when we recessed, 
All mght, Mr. Der1 = 


TESTIMONY OF EARL LIEVER—Resumed 


Mr. Derrickson. Mr. Liever. th respect to the fund involving the 


feamsters’ | On. Loca +23). Il Read o, and a group of en plovers 
ol hic we spoke bout l efly this mornii SF, Was there a life part 
volved in that case ? 
Mr. Lirver. To mv recollection. no I think the only place where 
va fe was one seoment of it. I think parts of Pottsville. 


I am not sure, but to the best of my recollection there was no life in 
that. 

Mr. Derrickson. There 1 it least on part vhich had it. because 
| nave inforn ation suppl ed by the Insurance compat V. Minnesota 
Mut | Life [) surance Co, carried for Some tin 1@ Wnsurance on 
that group. Do you recall that? 

Mr. Liever. It would be the Harrisbure case. 

Mr. Derrickson. No: local 429. 

Mr. Lrever. Offhand, I don’t remember. 

Mr. Derrickson. Do you have your records with you this after- 
noon ¢ 

Mr. Liever. I have as much as I said—— 

Mr. Derrickson. Can you tell by your records whether or not there 


was life insurance involved ? 
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Mr. Lirver. No, I can’t. because, remember. I asked vou what to 
take along and I took that stufl along. 

Mr. Derrickson. You don’t recall whether there was any life in 
surance involved in that case, or not / 


Mx. LEVER. | forget, it has peeh a lone time. If the record shows 


there was life insurance, I assume there was some. 

\Ir. DERRI KSON, | dol “t Wiht te \ VOU abd il I less Vou 
recall the case 

Now, you say vou can recall o e part of if, one seginent ¢ 

Mr. Lirver. I thought that Pottsville had life insurance. 

Ir. DERRI KSON, What was vour commission, do you recall that ¢ 

Mr. Lirver. I think it was 1714 percent. 

Mh DERRICKSON, Did vou have the ime k | of iwreement I 
respect to experience, that i. ret ective co Sioh agreem 
nvolving the splitting of L\ v 


Mr. Lirver. I believe I did 
Mr. Derrickson. You believe you did/ 

Mr. LARVER, i believe J quia, 

Mir. Derrickson ill to vour mind whethe 
or not vou did. I have a photostatic copy of a letter from the Mi 
| fe Insurance Co., addressed to Mr. Earl Liever, 519 
California Street, San Francisco, Calif... in re National Brotherhood 
of ‘Teamste rs, Chautteurs, \\ irehouseme) 9 and Helpers of Am« rica, 
Local 429, AFL. 


Dear Mr. LIEvVER We ure pleased to enclose our cheek for S2S81.61 rey senting 


the dividend under the above group during tl past year Please see that this 


GoRDON F. MEEK! 
Nupervisor, Group tecounting Nection. 

Mr. Lirver. I think the life portion must have been put on toward 
the end of the en e, ‘| at the rensol | just cle n't recall offhand: 
but I did deliver it 
Mr. Derrickson. You did deliver it? 
Mr. Lrever. Yes; I did. 
Mr. Derrickson. That would mean that vou did not have the retro 


spective commission agreement / 


| 

Mii LLIEVER. | nan tall Oo ihout the (me i} Casualty Co 

Mr. Derrickson. IT asked you about the life part of it. 

Mr. LIEVER. No: | had nothing with the life insurance. 

Mr. Derrickson. You didn’t have that kind of an agreement ? 

Mr. Lrever. No, sir. 

Mr. Derrickson. Mr. Liever, are there any of these funds in which 
vou are the broker that involves the administration of the fund, 
any case where you are the administrator, that is, where you collect 
fees for administering the case ? 

Mr. Lirver. One case, San Bernardino. 

Mr. Derrickson. San Bernardino Hotel and Restaurant Workers? 

Mr. Lrever. Yes. 

Mr. Derrickson. In that particular case, what was your commis 
sion from the insurance company 4 

Mr. Liever. Five percent. 

Mr. Derrickson. Five percent ? 

Mr. Lrever. Five percent. 
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Mr. Derrickson. That is the commission, 5 percent of all premiums 
paid ¢ 

Mr. Lrever. At the present time; 5 percent. 

Mr. Derrickson. How much do you get for administering that 
fund ? 

Mr. Liever. I am not so sure if it is 4 or 6 percent. I am not so 
sure of that. 

Mr. Derrickson. If I told you it was 4 percent, would that recall 
it to your mind ? 

Mr. Lirver. You saw the records. If it is 4 percent it could be 
t percent. 

Mr. Wier. I wish you would talk a little louder. Thisisa whisper- 
ing conversation going on here. 

Mr. Derrickson. With respect to that fund I would like you to 
explain just how it operates. Is it not true that there is an admin 
istration office in San Bernardino ? 

Mr. Liever. Yes, sir: there is an administration office in San 
Bernardino where the claims are presented for payment of the claims, 
together with all of the bills connected with each claimant and then 
they are sent on to my office where we figure out what is the amount 
due in accordance with the contract of insurance and then we issue 
a draft, with a transmittal letter itemizing how we arrived at the 
payment of the claims to the claimant, to the administrator, I think 
Elizabeth Marshall. 

Mr. Derrickson. Elizabeth Marshall is the administrator of the 
office in San Bernardino ? 

Mr. Liever. Yes: she does handle the drafts. 

Mr. Derrickson. What she does is maintain an office where the 
claims are paid, where the information is taken as to the time lost, the 
type of illness, all the information with respect to the claim, the 
doctor’s bills, hospital bills, or whatever else are involved, and which 
are there put on forms and then sent to your office? 

Mr. Liever. Yes: her function is also to collect and bill premiums 
to the various respective contributors. 

Mr. Derrickson. Now, as to that administration and the expenses 
in that office, that is paid by the trustees of the fund, is it not 4 

Mr. Lrever. Yes, sir. 

Mr. Derrickson. Now, after that information is gathered, placed 
on forms and sent to your office, you get an additional 4 percent from 
the trustees, too, don’t you! 

Mr. Lirever. That is right. 

Mr. Derrickson. For administration ? 

Mr. Lrever. For processing the claims and issuing the draft and 
seeing’ that the proper claims are paid to the respective claimants. 

Mr. Derrickson. I was going to ask you to explain what your office 
does when they get that information. 

Mr. Lirver. When we get the information, say, for example, that 
a claimant has a surgical claim and, say, according to the schedule, 
say it is an appendectomy, say the schedule for $100 payment and we 
check up to see whether or not the claimant is eligible for it and issue 
a draft. 

Mr. Derrickson. Isn't the eligibility determined in the office at 
San Bernardino? That is where they keep the eligibility cards for 
the employees? 
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Mr. Liever. I mean based on the eligibility for claim, whether or 
not—— 

Mr. Derrickson. You determine the amount paid as a result of the 
information supplied by this office ? 

Mr. Liever. That is correct. 

Mr. Derric KSON. For instance, under the policy you begin paying 
for doctor’s calls after the third call, and when the information comes 
in that there were 5 calls on a case, then you in your office decide that 
you would pay for 2, compute the amount and write the check / 

Mr. Liever. That is correct, sir. 

Mr. Derrickson. How much work is involved in determining that 
umount and writing the check to be sent back to Mrs. Marshall to be 
paid to the claimant ? 

Mr. Liever. I think the young lady in the office whom you met, a 
Virigina Bailey, I think she spends at least—they have been coming 
in heavily late ly—] would say at least from 3 to 314 days of each week, 

Mr. Derr ¢RICKSON. Does she handle all of this he rself / 

Mr. Lrever. I come in the picture, too, because there are a lot of 
borderline cases that I have to interpret according to the contract 
and then I help her out. She does the clerical work. 

Mr. Derrickson. Have you recently discussed with her how much 
of her time is involved in this work ? 

Mr. Liever. I wouldn't say that I specifically discussed it. I mean 
casually I would say 3 and 4 days a weeks to do a good job. 

Mr. Derrickson. How do you explain the fact that Mrs. Bailey 
told me on November 11 that she handles all of this herself; that the 
maximum amount of time involved in doing it is 10 hours a week ¢ 

She uses approximately a4 days a week, 3 mornings, from 9 to 12, 
during which time she answers the phone, opens correspondence, 
and does other duties, and her estimate is no more than 10 hours 
per week, 

Mr. Liever. She never told me that information. I can only tell 
what I discussed with her. I am sure she is wrone. It takes more 
time than that. 

Mr. Derrickson. Then you don’t think that she told me the truth? 

Mr. Liever. I wouldn’t say that, sir. That is her opinion. You 
are asking for my opinion. 

Mr. Derrickson. I am asking you for your opinion. I am telling 
what she told me. 

Mr. Liever. Yes. 

Mr. DerricKson. She also knew. when she was telling me that, 
that you knew it and you didn’t discuss with her 

Mr. Liever. That is the first time I heard about her telling yom 
the actual time. I thought you were just asking the process of how 
she does it. I never knew you asked her anything pertaining to the 
hours. 

Mr. Derrickson. That is her estimate and | thought perhaps you 
knew it. 

Mr. Liever. No, I didn’t, sir. 

Mr. Derrickson. So much for that. 

Mr. Liever, I want to read a letter to you addressed to Mr. Fred 
Boyer—first, let me ask you who Mr. Fred Boyer is! Was he at one 
time one of your employees? 


Mr. Lirver. Yes. 
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Mir. Derrickson. On July 10, 1953, he was apparently an employee 
yours at that time # 
Mr. Linver. That is ri 
Mir. Derrickson. Whi would account for 
dressed to him. This letter is a letter written on the stationery of the 
Hotel and Restaurant Insurance Trust Fund, San Bernardino, Calif., 
addressed to Mr. Fred Boyer, Earl Liever, Inc., 529 California Street, 


Pan Ky Lucisco: 


ol 


( 


ettel heing aad 


However, that is some distance away and I have been keeping my fingers crossed 
ething has come ti ght that w take a little thinking About 10 
d S >I received a cla fr \ ress in Needle \ he house at which 
she is employed has never paid into the plan, I ote her th t this time he 
‘ | ‘ sidered, ¢ etera 
I lent v, it the house we are ling I explaines tuation She < 
ould not take my word, I guess, and she rote Mr. Reece Yesterday one of m 
rive ea letter addressed to Mr. Reece Apparently she had seen Mr. “R” 
f is told her to give $2.40 a month to some employer and I will never know 
th ere e and she can the rii¢ on ihe Ins net 
| l he « dl en ve wry ne 
I hing to Mr. Ree rhe w 11 e} e lette la 
ki ever, tl he has sug d th p. f he 
desert, I guess— 
n the dese 
| } otostat1 Op) Ss fA little bh rie 
1 |] t va ere rt l D l l t \ uv 
the he is far as S Berna o and Riverside were nceerned so Victol 
ville I her i get away in Needles, I 1 e no contact there to keep 
inf med To 1 a of thinking that is not the nost ethien] wav of doing 
1 neg I was quite upset over the whole thing I 1 sincerely tried to keep 
ul l hi | f ! nee I know Mr 
I t he lw | ve ind have Se] r reasons 
. Ss this tl I have felt t niv | lye ¢ right here it ‘ d ) hings 
can | ee] ] 1 hat woe ad y l 1 ‘ \ . t, plenty g 
‘ If ld h eve ‘ he union ould ve ed the pla to al 
al I l (it t! ‘ an ld ot ntend t be il tl ] { his t ih , { 
at present, but I do onder how 1 nv of our “spl did u al nembhe! nre UsSibg 
that method to establish eligibi \ We could never have M Myers investigate 
Tor Lie n with Mr. Reece tooth I nail and has entered into inv dena 
Ke reg l I} ! I do } | hit { hie 
( Hie caused m ‘ I I ( i he 
| 1 } ‘ ffer tl ris Nl l I did fee h eve) 
tl l ki d ft | S ( | cure nd not wor 
Wo! hg out, | know I can find plenty of othe robe ( ibout 
| ] val t} e ft pel ( th i i¢ i it ‘ re ruies and 
\ e | f feel some of tl es iid, I \ ! 
for ood reas ind l e observed 
H vevel 1 ki Vv the nion do no ee eve to eve wit and if they ean 
pus! 1 claim by m<¢ they will Il have caugl wl tl 1 I b ] ve never 
said anythin ibo the I emba issment oO es sed Claimants is 
bet sufficient mishimen 
Very tri yours 


HOTEL AND RESTAURANT INSURANCE FUND, 
KMLIZABETH MARSHALI 
P. S.—This letter will never receive any prize for typing, but at least you ean 


That. | take it. isa report from Mrs. Marshal] to Mr. Boyer, about a 
situation in Needles in connection with the administration of the fund. 
}) d that lette) ever come to youl attention ? 
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Mr. Lirver. IT will be frank with vou; no. 

Mr. Derrickson. Did Mr. Boyer or you ever do anything about it? 

Mr. Lirver. No. The first time I saw this is when vou came here 
to photostat the letters. Mr. Bover was the one in the otlice who 
helped along with the admin stration in the pavinent of draft, ane 
ifter Mr. Boyer was no longer with me | would get that kind of letter 
addressed to me, if it comes to Elizabeth Marshall and me. 

i really don’t know \ hat she really meant. I think generally speak 


ne she has done a wonderful job, lo my observation some of the 
people don’t like ner and | have really ke >t he oO} because | I ! k 


} (: . 
he has done i territic job. 


If the chairman will reeall, she the voung lady who testified at 
san Bernard ho, She loves TO sit doy 1} and write letters. she l 


wonderful girl. 


[ thought by having an office away from the unio he could not 
have the pressure put on her. There were certain cases where e 
took a lot of abuse from claimants hen she called me on the phone. 


I came dow} to the monthly meet nes of th trustees and I backed het 
up to the limit in each case. 

As a matter of actual fact, they had some kind of fight when she 
moved out. She is no longer in the office. 

My Ot oinal recommendat oO} tliat he should be away from The 
office next to the union has been carried out without me know Ing any 
thine about it. She is a wonderful wal. T ear appreciate he. prob 
lems. IT have backed her up to the limit 


Mr. Derrickson. Did you ever give her a \ vood ulvice on how 
to handle a ease like that / 

Mr. Liever. I don’t remember coming across a ease like that. I 
said, “Any problems you have, f you think it is 1 oht, you pass 
opinion on it. Then if you want to hold it for the trustees to d 
cuss and me when I go down to the monthly meetings, I will be 
glad.” 

| alwivs came a day before ind | (| issed it with her and we went 


to the trustees and | backed her up. 

Mr. Derrickson. Here is a long letter tellin g vou about one of her 
problems. Did you ever discuss it with her / 

Mr. Lirver. This particular incident here / 

Mr. Derrickson. Yes. 

Mr. Lirver. I don’t recall offhand. 

Mr. DERRICKSON. This Is one you didn’t diseuss with her ? 

Mr. Lirver. I can’t speak for Mr. Boyer, but once in a while she 
would wet SO discouraged that | would sit down and write her a letter 
not to get in fights with anybody; just do her job because her job is 
idministration. She should not be interested in any labor proble mis 
or anything, just attend to the business. 

Mr. Derrickson. Do you believe that this letter indicated a cor 
cern about a situation that was not her business as an administrator / 

Mr. Laever. I don’t know what is in the letter. 

Mr. Derrickson. The letter I just read. 

Mr. Lirever. I think it is definitely. 

Mr. Derrickson. You think that 1t was her business ? 

Mr. Lrever. I think it was. 

Mr. Derrickson. Do you think it was? 
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Mr. Liever. If it came up to me at a meeting I would back her up 
because I wouldn’t want to see anyone try to raid the plant other than 
the proper eligibility. I wouldn’t stand for anyone trying to get it 
on an eligibility that was not in accordance with the trust agreement 
of the trust. 

I definitely would not stand for it. 

Mr. Derrickson. At the same time, you never discussed with her 
how she could meet this kind of problem ? 

Mr. Lrever. Offhand, I can’t lay my hand on this particular letter. 
She always hada problem. Every time I came down she always would 
have a lot of problems. Iwould try to help her out. I told her if she 
is right she should stick by it. 

Mr. Derrickson. Do you think this kind of activity is still going on 
down there in 38 Bernardino? 

Mr. Lrever. I don’t think so. I think we have the plan in pretty 
good shape, although she is running a very high loss ratio lately. 

Mr. Derrickson. All right, Mr. Liever; so much for that. 

I want to ask you now about your relationship with some of the 
international officers of the Culinary Workers Union. I believe that 
you were a very good friend of the late Hugo Ernst, international 
president. 

Mr. Liever. Yes. 

Mr. Derrickson. Are you also a good friend of the present presi- 
dent, Mr. Miller ? 

Mr. Lrever. I know Mr. Miller. Iam a salesman. I try to make 
friends with all the people I come in contact with. That is part of my 
job. 

Mr. Derrickson. Would you say he is an acquaintance or close 
friend ¢ 

Mr. Lirver. I don’t know whether he considers me a friend, but I 
consider everyone I do business with a friend of mine. 

Mr. Derrickson. Did he ever help you get business through local 
unions of culinary workers? 

Mr. Lirver. Not to my knowledge. If someone might have asked 
if I do a good job, he might have given an O. K., but specifically I 
don’t recall any specific case where he ste pped out to get me business. 

Mr. Derrickson. Do you know anywhere Mr. Ernst helped you get 
business ¢ 

Mr. Lirver. Mr. Ernst recommended me anyplace I went. I think 
I have written to him about some cases that I had heard in Philadel- 
phia. 

Now, whether or not he contacted that individual, I don’t know; I 
can’t speak for him, but I didn’t get the case. 

Mr. Derrickson. One of the cases you worked on was the culinary 
workers in Las Vegas, was it not ? 

Mr. Lirver. That is right. 

Mr. Derrickson. You have that case now ? 

Mr. Lrever. I am cobroker on it, yes. 

Mr. Derrickson. Was that case originally placed with the American 
Casualty Co. ? 

Mr. Lrever. It was, sir. 

Mr. Derrickson. And then terminated by them ? 

Mr. Linver. That is correct. 

Mr. Derrickson. Why was it terminated by them ? 
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Mr. Lrever. Bad loss ratio. 

Mr. Derrickson. You then placed it with another insurance com- 
pany ¢ 

Mr. Liever. Occidental. 

Mr. Derrickson. After how long? 

Mr. Liever. About a year. 

Mr. Derrickson. What happened then ? 

Mr. Lirver. They terminated. 

Mr. Derrickson. It is now with Washington National Life ? 

Mr. Liever. Yes. 

Mr. Derrickson. It is still in force? 

Mr. Laever. That is right. 

Mr. Derrickson. You are cobroker ? 

Mr. Liever. Yes. 

Mr. Derrickson. For which you received how much commission ? 

Mr. Liever. Five percent commission. 

Mr. Derrickson. Is that what you got from Occidental? What 
was the rate of commission with Occidental ? 

Mr. Lrrever. I don’t have the figures, but I am assuming I got 5 
percent. I couldn’t say for sure because I don’t have the figures. 

Mr. Derrickson. Do you recall how much commission you got from 
American Casualty Co. when you first placed the business ? 

Mr. Lrever. I don’t recall, but I assume it was around a period when 
I was getting 1714 percent. I don’t recall offhand. 

I might say I might be wrong, but I don’t recall specifically—— 

Mr. Derrickson. Mr. Liever, you were a cobroker ; who is the other 
broker ? 

Mr. Liever. He is a cobroker from the employers. He is a general 
agent, Mr. Bill Royer of the Occidental Life Insurance Co. 

Mr. Derrickson. I want to read a photostatic copy of a letter 
which you wrote relative to this case. You may find the original in 
your records. 

Mr. Liever. I have it. 

Mr. Derrickson. There will be 1 or 2 questions I would like to 
ask you about that. This is dated July 28, 1954, addressed to Mr. 
Jacob Kosloff, general manager, Hotel Last Frontier, Las Vegas, Nev. : 

Dear JacK: I want to take this opportunity of thanking you for your assist- 
ance in giving Bill Royer and me the business on the culinary crafts. For your 
information, I stayed in Lake Tahoe for 1 week and directed the operations 
behind the scenes with my international friends. I have today officially con- 
firmed with the home office of the Washington National Insurance Co. the 
package deal that Bill Royer gave you trustees at your meeting July 16, 1954. 
I gave him enough leeway to do it, and I was very happy that he was able to 
satisfy you. 

My additional purpose in writing to you is the fact that I would like to suggest 
to your group to put in the same benefits for the nonunion group. We could 
write a separate policy and I would give you the same rates and same benefits. 
We would set up a separate claim administration for your group, and in this 
way it would cost you people less than what you are paying individually now for 
ach hotel for this coverage. 

I want to assure you that nobody will have any access to any information 
relative to the nonunion bunch other than you and your associates. I might 
suggest that the contribution of your employees would be the same, $4.50, and 
the additional 60 cents a month would be taken off the nonunion employees by 
payroll-deduction methods. I am sure the nonunion employees would have no 
objection to contributing 60 cents as against $4.50 and getting the broad coverage 
they have now. This would establish for once parity with the union members. 
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I scheduled my trip to Las Vegas this coming Tuesday But due to the death 
of the general president of the Hotel Restaurant and Bartenders International 
Union, I am leaving tonight for Cincinnati to attend the funeral. He was a very 
fine old gentleman and was close to SO years old, so he died of old age. He was 
a member of our religious faith and always had a kind word for our peopl 
He ha een a very good friend of ine. I always went to attend elections of 
the president who is now the secretary and treasurer and who is also one 
arest friends. 


i 


nnected with the union originally through the present secretary and 
who will be the president now. So you see, they are all friends of 
ve in Las Vegas 1 week from this coming Tuesday, and will write 
ations My associate, Bill Royer, will call on you this coming 
iss the fe ility of this individual package 1 expect to be in 

ing week for 1] iv so will say “hello” to your friends 


| regards to you and your family, 


LIEVER, INC., 
Bart Liever, President. 

What I want to ask you is this, Mr. Liever: 

What did you mean by stating in this letter to Mr. Kosloff that you 
were in Lake Tahoe dire ting the operations behind the scenes with 
your international friends in the establishment of this fund ¢ 

Mr. LAEVER. | wh afraid | will have to tell you confession is good fo. 
the soul. That was a white lie as a salesman. ‘There was nothing for 
me to contact in any way, shape, or form other than Mr. Royer asking 
me to contirm the rates on the increase that they have got. L think 
they got another 60 cents or so. I confirmed it to the home office of the 
Wash neton National. ] had no reason to contact, | hnevel contacted 
the ternational in any way, shape, or form, but with the general 
president passing away I just wanted to put my lick in there, but it 
wis really, as a salesman, a little bit of a white he. It has no 
slonificance. 

Mr. Derrickson. You did nothing behind the scenes / 

Mr. Liever. It has no significance. I had no reason to be there. I 
haven't been to Iuas Vegas since that time. I had no reason to be there. 
[t was just an increase of about 60 cents. It was automatic, anything 
like that, I just like to once in a while thank him; he is an employer 
trustee. Tam asalesman, always try ing to sell myself, 

Sometimes you Just extend yourself a bit, but it has no significance 
outside of that. 

Mr. Derrickson. You say in this letter, “I gave him’, meaning 
Rover, “enough leeway to do it, and I was very happy he was able to 
satisfy vou.” What do you mean by “leeway”? 

Mr. Liever. Just extend the coverage. He asked me whether or not 
I could get the home office of the company, the Washington National, 
whether or not I could include in the specifications an additional bene 
fit known as additional accident benefit for $300. It amounts to about 
sor) cents. 

He asked me if I would call up the hame office and I told him if he 
has to use it, O. K. If he doesn’t have to use it between brokers he 
doesn’t have todoit. That was the leeway reference. 

Mr. Derrickson. You wrote in this letter that you were going to 
attend the election of the new president. What did you mean by that 

Mr. Lrever. That was just for the funeral. I don’t even know how 
he was elected. 
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Mr. Derrickson. This letter says, “I also went to attend the electio 
of the new president.” 

Mr. Lizver. That was one of the supersalesman things that you put 
in there. I did not mean that. 

Mr. Derrickson. You did not attend the elections / 

Mr. Lisver. No, I had nothing to do with it. Lattended the funeral, 
not the elections. 

Mr. Derrickson. You Say that the new president was the secretary 
and treasurer and one of your dearest friends. You did not mean that 
either / 

Mr. Lrever. |] consider him a friend; whether he considers me a 
friend, I don’t know, because | knew all of the officers. 

After all, Lam trying to make friends all over the country. I con 
sider everyone | lo DUSINess W ith a friend of mine. 

Mr. Derrickson. Do you do business with Mr. Miller? 

Mr. Lirver. No, but I mean at least if it is in the 
business I met. him - 

Mr. Derrickson. In what way / 

Mr. Larver. I may stop in Cincinnati to say hello to him just the 
ame as | stop in tO see the old vent le mah quite often when lL was i 


itl 


course of my 


Cineimnatt. ] know a lot ot these people over the country and stop 
In tO Say hello to them. 

Mr. Derrickson. Did you stop in to say hello to the United Steel 
Workers’ international officers / 

Mr, Liever. No, I didn’t. 

Mr. Derrickson. Do you do it with other international unions 

Mr. Lirever. Any union | would have business with in the home office 
I would be there. 

Mr. Derrickson. This is the culinary workers union. 

Mr. LAreEVER. They happe ned to be the home oflice: that 

Mr. Granam. Did you eall on Mr. Beck # 

Mr. Liever. I don’t know Mr. Beck. 

Mr. Wier. Asa broker, and representing insurance companies, how 
many policies have you written with locals all over the United States, 
which are probab hy elahteen hundred in the culina 


is all. 


ry trades; how 
many policies have you written for this particular international? I] 

ave only learned of three here thi morning, 

Mr. Lirver. I gave a list to Mr. Derrickson. He has it. 

Mr. Wrer. Do you have — information ? 

Mr. Derrickson. Yes, sir, 

Mir. Liever. | cave that eae 

Mr. Granam. In line with that question, Mr. 
locals of the restaurant workers union have trust funds, 
knowledae, for which you have not written a policy ; 

Mr. Liever. They represent a terrific group; 

Mr. Granam. There aa 

Mr. Lrever. Yes. 

Mr. Granam. How many of the locals 
knowledge / 

Mr. Lrever. Other agents got more in the New York Ci 
than I have in the entire country. 

Mr. GrauaAm. How many of the locals have trust funds, to you 
knowledge, of the culinary workers / 


53814—54— pt 


Liever, how mat 


to yvour 


about 450,000 people. 
‘ean awful lot of people belong to the union ? 


have trust funds, to your 


tv area alone 
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Mr. Liever. I can only speak for myself. 

Mr. Granam. That is what I am asking you. How many of the 
locals of the culinary workers or bartenders have trust funds? 

Mr. Lirever. I imagine, for example, Chicago must have a lot of 
them. I imagine Detroit must have a lot of them. I don’t have any. 
New York City must have a lot of them, and other areas. I would say 
that what I have represents pract ically a speck of the overall picture. 

Mr. Granam. Of the trust funds that are in force that embody the 
culinary workers / 

Mr. Lirever. No question. There is one case I understand in New 
York City alone that has 20,000 members itself. That is almost more 
than the entire group that I represent. 

Mr. Granam. Many of the locals don’t have trust funds. 

Mr. Liever. In the big cities I think they do. 

Mr. Granam. I just wondered what percentage of those that were 
in existence you sold insurance to. 

Mr. Lrever. I never asked for those statistics. I would not know, 
sir. 

Mr. Granam. I thought you were advised, for instance, in Atlantic 
City they were going to set up a trust fund and maybe at some other 
places. 

Mr. Liever. I wouldn’t have that information, sir. 

Mr. Derrickson. Mr. Liever, I have a letter here addressed to Mr. 
Hugo Ernst from you, which I would like to ask Mr. Weltmer to read. 

Mr. Wetrmer. The letter is dated February 4, 1952. Mr. Hugo 
ernst, general president, Altodisa Hotel, Miami, Fla., re Herman 
Stern, secretary, local joint board, Philadelphia: 

Drar Pop: I was with Ray Turkey and Harry Davis in Philadelphia Saturday 
and they gave me a tip that they have negotiated a welfare plan to the tune of 
$3 a week. They are pulling for me to have Herman give me the business. I 
understand from them you are very friendly with Mr. Stern and I would like to 
contact him Wednesday morning. If you have a few minutes’ time I would 
appreciate your either calling Herman Stern, or dropping him a line. If you 
drop him a line send a copy to Earl Liever, 620 Washington Street, Reading, Pa. 

Hoping this letter finds you well and you are enjoying the Miami sunshine, 
I am, 

Sincerely yours, 
EARL Likver, INC., 
Ear Liever, President. 

Mr. Derrickson. Do you recall that letter written February 1, 
1952? 

Mr. Liever. I do. 

Mr. Derrickson. Did Mr. Ernst do what you asked him ? 

Mr. Lrever. I don’t know, because I didn’t get the business. So I 
don’t think he did. 

Mr. Derrickson, Did you try to get the business? 

Mr. Lrever. I made one call. Actually, I couldn’t even get down, 
so I sent a man connected with the Continental Casualty Co. down 
there. I couldn't get the business. I tried to sell that group in Phila- 
delphia to combine in one package. I wasn’t successful. 

Mr. Derrickson. Did Mr. Ernst recommend you to other local 
unions? 

Mr. Lrever. I believe he did; yes. 

Mr. Derrickson. Mr. Liever, do you know a Mr. William O. 
Royalty / 


caer 
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Mr. Liever. I do, sir. 

Mr. Derrickson. He is the international representative of the In- 
ternational Union, Hotel and Restaurant Employees and Bartenders. 
Did he ever direct any business to you ¢ 

Mr. Liever. He tried to, I think, around the Cleveland area, I re 
call. If I may refresh my mind here—— 

Mr. Derrickson. Mr. Liever, may I refresh your mind by reading 
a letter from him to you? 

Mr. Liever. I have it in front of me. 

Mr. Derrickson. You have the letter? 

Mr. Lirver. Yes; that is the one dated July 2? 

Mr. Derrickson. Yes, July 2. 1 would like Mr. Weltmer to read 
that, if he will, please. 

Mr. Wetrmer. The letter is dated July 2, 1951, and it is from the 
Hotel and Restaurant Employees and Bartenders International 
Union, 528 Walnut St reet, Cincinnat 1, ( Yhio: 





Mr. Ear LIEVER, 
Reading, Pa. 

Drak Earu: I have just installed officers and returned the autonomy of bar 
tenders’ local 108. In my closing recommendations, I recommended the adoption 
of group life to the membership and the membership has instructed the executive 
board to investigate and make recommendation of the policy of their choice 

I have recommended that you be given first consideration and would appre 
ciate your contacting Brother Joseph P. Lewis, who is chairman of the executive 
board, and giving him all necessary information so that he 
approval 

You may address your correspondence to him at 
Superior, Cleveland 14. 


may present it for 
the office of local 108, 1316 


Trusting that you shall obtain this business and with best personal regards, 
I am, 
Sincerely, 


WILLIAM O, ROYALTY, 
Mr. Derrickson. I would like to have Mr. Weltmer read the next 
letter and the others that are pertinent to this subject. 
Mr. Wetrmer. This is dated July 6, William O. Royalty, interna 
tional representative, 1316 Superior Avenue, Cleveland. 


DEAR BILL: I received your letter in my San Francisco office and have in- 
structed ny representative in Cleveland to call on Brother Joseph Lewis to take 
care of their group-life-insurance job. 

My representative will represent the Minnesota Mutual Life Insurance Co. Will 
you please see that Brother Lewis takes care of everything? For your informa- 
tion I am enclosing copy of a letter which I have written to Brother Lewis 
your files. 

Incidentally, I spoke with Ed in Spokane, Wash., and told him you had given 
me this case and which I appreciate very much. 
as I am due in Cincinnati in 2 weeks, 

Hoping this letter finds you well, and with kindest personal regards, I am, 

Fraternally yours, 


> 208 


I hope to see you pretty soon 


Earu Ltever, President. 
P.S. Tommy Meehan sends “hello” to you. 


PB. L. 
Mr. Lirver. What isthe date of that ? 


Mr. WetTMeER. July 6, 1951. 

Mr. Lrever. In the course of attending conventions of this group 
I naturally specialized in, I had gotten to know a lot of people con- 
nected with this group. One of them is Mr. Bill Royalty. 
place he can get a lead he gives me a lead. 

Incidentally, I did not get the business. I tried to get the business, 
but I did not get it. 


Every 
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Mr. Wertrmer. This next letter is dated July 6, 1951, to Mr. Joseph 
P. Lewis. chairman, the executive board. Bartenders Union, Local 


108, 1316 Superior Avenue, Cleveland. 

DeAR BrorHer Lewis: At the request of our mutual friend, Bill Royalty, I 
am sending my representative to see you this coming Monday, on a group life 
insurance job that your local is contemplating getting. My representative will 
be the representative of the Minnesota Mutual Life Insurance Co, I am sure 
that you will find that you are going to get a good job from him. 





I expect to see you Within the next 2 weeks personally, and thank you myself 


for the opportunity of being of service to you. I am sure Bill Royalty told you 

that I take care of your locals throughout the country and when I see you 

personally I will satisfy you that I am a good fellow to do business with. 
rusting this letter tinds you well, and thanking you in advance, 1 am 


Fraternally yours, 
Ear. Liever, President. 
Mr. Derrickson. I would like Mr. Weltmer to read three more 
letters on the same subject since any questiol Ss | have will he related 
tothe subject. 
Mr. Wreirmer. This is from the Hotel and Restaurant Ke imployees 
and Barte nders Intern it10) “| | hol , July LQ, 1954: 


DrAR Fri p Eart: I have suggested to the newly elected officers of Waiters 
Local 106 of Cleveland, Ohio, that they investigate the institution of group life 
to replace their present assessment arrangement 

I have suggested that they have you submit the necessary information or have 





someone contact them. When doing so, please mentior 
to Whom I referred 

rhe new secretary is Matthew Bacola, 2166 East Ninth Street, Cleveland 15, 
Ohio 

With kindest regards, I am, 


at you are the person 


Bit, 
1 »-11 


I believe that is signed “Bill.” Itis from William O. Royalty. 
‘The next letter is July YO, 1954. 


Mr, WILLIAM O. ROYALTY, 
li fé natioi Representat 


Hoteland Rest int Emplouees and 
i tenders Internat Union, 
a thingt 0] 


Dear Britt: I have just returned from my vacation and found your letter in 
which you refer to the Waiters Local No. 106 of Cleveland, Ohio. I am im- 
mediately cCommunicatin ith the ne secretary and will keep you informed 
as to my progress. 


I want to take this opportunity of thanking you for refer 


g ng me to the local and 

[assure you it is more than appreciate 
I have tried to contact vour friend, Joe Fineberg, whom you asked me to and 
for some reason or Other we have been unable to get together, as the time that 
L can be in the city just does suit your friend Joe I will, however, make a 
specia effort in the next s eral weeks to see if I Can meet him at his 


convenience 

Thanking you again and with kindest personal regards, Iam, 

Fraternally yours, 
Earv Liever, President. 

The next lette1 is J ily LV, L954, to Mr. Matthew Bacola, secretary, 
Waiters Union, Local No. 106 ee 

Mr. Lizver. What date is that / 

Mr. Weirmer. July 20, 1954. 

Mr. Liever. Who is it to, sir / 

Mr. We_rmer. Mr. Matthew Bacola, 2166 East Ninth Street. Cleve- 
land, Ohio. 





res een: meer 
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Mr. Lirver. Thank you. 
Mr. We_TMer (reading) : 


Dear Mr. Bacor At the request of our mutual friend, William O. Royalty, 
1am communicating with you in reference to setting up your group life-insur 
ance program to replace your present assessent arrangement, which you have 
how 

For your information I carry the insurance now for the Cleveland Bartenders 
Local No. 10S and I refer you to Mr. Joe Fontana for any recommendation as 
to my ability to handle your business 

[am in a position to help you switch the fund over, which will meet the 
specifications of the international and if you are interested, 1 would immediately 
eet to work and help you get your bylaws and minutes up to snuff so that all 
requirements, relative to the switch from your assessment fund to the perma 
nent life-insurance program of the international would be filled 

If vou will drop me a line, T will immediately communicate with you, 

Thanking vou in advance, I am, 

Fraternally yours, 
EARL LigvER, IN¢ 
KARL LIEVER, President 
ce: Mr. Joe Fonta 


/ 


Mir. Derrickson. Did you get the business in either one of the cases 

Mi. Lirver. I got it in the case of bartenders only. That is where 
the reference isto J. Fontana. Isthat 106 local ? 

Mr. Derrickson. Yes. 

Mr. Lirver. That is the only one. 

Mr. Derrickson. Mr. Royalty gave you this kind of introduction 
to local unions? 

Mr. Lrever. Any place he can he tries to olive me a lead because he 
knows Idoa good job on them. 

Mr. Derrickson. Is that the only reason ? 

Mr. Lirver. That is the only reason. 

Mir. Derrickson. Did you ever give hin 


anv money or @itts or any 


consideration of any kind for the recommendation he gives you? 


Mr. Lirver. No, sir. 
Mir. Wier. Why is it that in all of these volunt iry trust meeting 
your ipproach his been to the moh trustees and hot thie mie iwement 


l 


trustees 4 Did you have be {ter re sults bv contracting the union trustee 


than vou do the m inagement trustees / 
Mr. Lirver. [am a group-insurance expert. I 


Mr. Wier. I heard that this morning. 


‘all myself that. 


Mr. Lirver. My approach is—all I want is an opportunity to present 
ni\ program before both groups. That is all my Col tracts are some 


times vou get them from the union: sometimes you get them from the 
employers. 

I have other cases where management has recommended me. 

Mr. Granam. Do you want to name them ? 

Mr. Lirver. In San Francisco, for the Golden Gate Restaurant A 
sociation, I represented both groups, management and labor. 

Of course, we don’t have the cases now because they went to the 
Kaiser Foundation. 

Chairman McConne.u. Mr. Liever, from all this colloquy back and 
forth, we get to the same matter which came up in Los Angeles, and 
which I can understand a little bit about, having spent my life in 
selling. 

You are a salesman ? 

Mr. Lirver. Definitely. 


Chairman Mi CONNI LL. Your job is to get business ? 
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Mr. Lrever. Anywhere. 

Chairman McConne.t. The purpose of this inquiry is to see what 
types of laws are necessary so that that business can be run correctly, 
and for the sake of protecting the workers’ money. The workers put 
their money in there and they want to get the best benefits they can 
for the least expenditure of money. 

I want to say that here that is the real purpose of this. We are 
trying to find out whether, for instance, too much is paid out for 
commissions, whether it costs too much for the workers to get insur- 
ance, and to get coverage, and so on, and whether that might not be cut 
down so that workers vet greater benefits. 

That is the purpose of a lot of this inquiry. 

Now, what Iam making that statement for is this: Would you mind 


sketching for us just how you go about getting business? That is 
what we want to fir d out. You are a alesman. You started in 
business You saw an opportunity to develop it in the insurance 
field, which is the group insurance. Therefore, your desire was to 
sell. Tlow do you go about it? What did you do? Did you make 
contact with certain friends of yours in the unions? 


I believe you were somewhat tied up with the liquor business or 


taproom licenses, or something of that kind, so you had some tie-ups 
there I can see where you would try to follow them out to get busi- 
ness in this way. , 

Would you mind taking it from there? T think that that is what 
we are really trving to get at here 

Mr. Lirver. Say, for example. in the trade you find out where ap- 
proxim tely they re conte | Ting’ ¢ program. My iob would be to 
contact and see which gro pit i certain information that they nego 
tiate: that is all prior to the time when they set p the program. how 
much money they negotiate so I could feure out what kind of package 
if will iy. try to introduce myself to the 8) locals involved and 
also mal iwement, if I can, in spots, and in that way just allow myself 


the opporti nity at the proper time to present my program in the form 
of a bid. That is the function of a program 

Chairman McConneti. Now you have naturally cultivated the 
people who are going to be the purchasers, that would be logical. 

Mr. Liever. That is correct, sir. 

Chairman McConneti. What type of cultivation, we will say, of 
the different groups, would be carried on? Would you give them gifts 
at Christmas time? Would you send them a gift at Christmas time? 

Mr. Wier. A mink coat, something like that. 

Chairman McConnewuu. I don’t know whether you would go that 
high. In other words, salesmen use various methods to obtain business. 
What method did you use to obtain this business ¢ 

Mr. Lrever. Mr. Chairman, as you said, I am a salesman. I try to 
sell myself. The only merchandise ] have is my services, I think I 
know my business as good as the next fellow. I specialize in the 
culinary business. It took a lot of know-how to understand this 
group. I tried to sell myself on the idea that I can do a good job for 
both parties. That is, management and employees. 

Like all salesmen, if a case gets on the books—I come from a pretzel 
town and the chairman knows pretty well what I mean—I send out 
eans of pretzels all over the country to people who T consider my 
friends that I met in State metings, culinary alliance meetings in 
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various areas. I may have a list of friends that I would like to send 
a reminder, not influencing them in any way, shape or form. I do 
that once in a while. I don’t think I have done it for the last year or 
two, but I did it at the beginning. 

I may say, for example, that if I ap peared at a trustee meeting, | 
may invite “them to go out to lunch just the same as any salesman 
would. That is the method of approach. 

Chairman McConneti. You have been a very good salesman, I 
would say, from the results. 

Mr. Litver. That is all I have to sell, sir. 

Mr. Wier. Let me ask this question : From the evidence presented 
here so far I understand these contracts governing welfare funds, 
these contracts that you have to get approved, are the welfare in some 
cases of fifteen or twenty thousand workers that belong to a union 
or it may be 200. You were talking this morning about small policie 
and large policies. 

Now apparently the — volume of employees covered by th 
police vy have nothing tosay about it: you single out some one _ lividual 
or you find some one mali wideg il that you ipproach to sell this very 
profitable policy. Is that all that is necessary 1n your ¢ ae with 
the culinary trades, is to find out in Schnectady, N. Y.. or Miami, 
Fla., the one individual ths it has been pon ted out to you as being the 
one that may be able to help you sell this policy? How is it that 
this policy is never presented to the membership of the union that is 
going to pay the bill?’ Why is it that you merely have to seek one 
individual in a union for selling purpost st 

Mr. Lirver. I don’t operate a uhlon, s 
union functions are. 

Let us take a case all the way through. I would like to follow the 
chairman’s question. 

pay, for example, ABC group, represe} tine management and labor. 
have negotiated a case, say $5 a month, and that is a collective-bar- 
gaining agent. Say, for example, they send out bids; say our bid was 
the best bid. I was appointed consummating broker representing both 
groups or cobroker with an employer group. Once these bids are in 
and they are analyzed and ap proved by the trustees representing both 
groups, it is my understanding that these trustees have to go to the 
poi ab r association and the unions have to go back to the member- 
ship that is to approve what the trustees have agreed upon. 

That is my understanding. I may be wrong. 

Mr. Wier. In all of your conversation up to this moment, you have 
not even mentioned bids. All of these tips that have been given to 
you as to who to see, in | psw ich, \ ou have been told to see John J lonks 
and Joe Doaks has been written to meet you. 

Now, that is not bids. Is it? How many of these do you bid on or 
offer a bid on? 

Mr. Lirver. I just don’t follow what you mean. 

Mr. Wier. You are talking about bids now that you are going to 
offer to the union. There are a lot of competing companies, are there 
not ¢ 

Mr. Liever. Yes. 

Mr. Wier. A lot of competing companies that are in this field seek- 
ing the same role that you are seeking, to sell a union in your plant. 
You bring up the question of bids now, that you submit these bids, 


r. I can’t speak what the 
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That is the first I have heard of any bids being otfered to a union, 
offering them your plan. All your business so far before this com- 
mittee has been based upon the fact that vou had some friends in Cin- 
cinnati, you had some friends in ¢ ‘alifornia, you had some friends in 
| ennsylv: ania. The thing for you to do up to this time, as you have 
sald, hi as been to see Joe Doaks and sell him your p jan. That is what 
I don’t understand because I know that 3,000 workers in a union want 
to know what is this plan, what is it solng to cost me out of my pay? 

All you apparently have to do is to see Joe Doaks some place. 

Mr. Liever. | present my bid to the officials of the local. I assume 
that they have meetings approving that. 

Mr. Wier. That is one you contacted in each one of these places ¢ 

Mr. Lirver. They submit all of these for the membership approval. 
! think that is the procedure that they do. 

Mr. Wier. You have admitted that. I am taking it for granted 
here that your selling job that Mr. McConnell has questioned you 
about, your selling job is to find Joe Doaks who has the influence for 
probably swinging your plan, so that you and him get together and 
you submit to him your plan, not bids. 

I have not heard anything about bi ds from you yet, where several 
companies offered a bid for that union’s busine ss 2 

Mr. Liever. I assume that they vet bids from other companies, too. 

Mr. Wier. You will admit, though, that you get the inside lead and 
apparently some influence behind the bid? 

Mr. Lirver. I haven’t gotten most of those. 

Mr. W TER. The officers of the culinary trades seem to favor your 
salesm: in’s point otf view. so they recomme nd you to these individu: ils, 
do they not? That is what I ¢ ather here from this questioning. 

Go ahead. 

Chairman McConneii. Mr. Liever, what service do you render 
aiter a policy is sold ? 

Mr. LIEVER. My service is to see that the booklets vo out. to see that 
trust agreements and all are filed with the insurance carrier, to see 
that the booklet explaining the plan has gotten the approval of the 
trustees with the various letters from management and union which 
go in the booklet, explains the plan itself showing the ] proper bene 
fits which were negotiated, seeing that the proper policy ry 1s issued 
by the company and submitted to the trustees for their safekeeping 
and to continue to attend meetings if they have any other problems 
on amonthly basis; and also to keep statistics periodically and see how 
the plan is getting along. 

That is the function of any broker. 

Chairman McConneti. What service do you render before the 
policy is sold? Is that rendered by you or is that rendered actually 
by the insurance company and you transmit it by the communication 
system to the respective client ? 

Mr. Liever. We brokers give the information to insurance carriers 
upon which we ret bids. 

Chairman McConnewu. In other words, the insurance companies 
work out the details of the plan, do they not? Do they not make the 
suggestions and you relay that on as to the best ty pe ot policy to 
handle such a program ¢ 
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Mr. Liever. I help to program that myself in conference with the 
Insurance companies by Pong to the home office and sitting dow n and 
arriving at the best program for the bid involved. 

Chairman McConnetu. Are you an exception to the other brokers 

Mr. Liever. I don’t think so. 

Chairman McConneti. Dothey work out the policies with the home 
office and the home office supplies certain experts to the agent to work 
out the plan ¢ 

Mr. Liever. I think they do. 

Chairman McConneitt. You say you think they do what 4 

Mr. Lirver. The insurance companies do that in cooperation with 
the other brokers. 

Chairman McConne.u. The insurance companies send out their 
experts who work out the plans and submit them to the respective 
chents: would that be correct ¢ 

Mr. Liever. Yes; in cooperation with the information vathe red by 
the insurance broker for them to present a program, age limits, anda 





things like that, female content, and things of that sort. 
Mr. Ruoprs. These plans that you did not sell, where letters have 
been written by the international, how were the plans devised? Did 


you devise them or were they devised by the underwriting depat 


ment of some Insurance company / 

Mr. Lrever. I set the program up. It is a life case. That is all 
they are. You have to take the ages and set them up. lL have a 
certain safeguard which is my OWN pac kage deal. 

Mr. Ruoprs. You do not know whv vou did not sell this particulal 
business ? ya 

Mr. Lirver. I don’t know. 

Mr. Riuopres. You did not investigate afterward and find out 
whether they actually got a better plan 4 

Mr. Liever. No; | don’t even know whether or not they nave a 
plan, because I was not interested. 

Mr. Ruopes. Did I understand you to say that Mr. Royer, who was 
a cobroker on the Las Vegas contract. is an official of Occidental / 

Mr. Lirver. He is general agent of Occidental. Occidental would 
not take the case. That is the reason we have the Was! nevton 
National. 

Mr. Riopes. They did have the case at one time / 

Mr. Lirever. Yes. 

Mr. Ruoprs. Was Mr. Royer an official of Occidental and cobroke1 
the time of Occidental 4 

Mr. Liever. He is general agent: no official. 

Mr. Rwop1 8, He Was the general agent of Occidental at the time ¢ 
Mr. Liever. Yes. 

Mr. Ruopes. A general agent for the purpose of sales only ¢ 

Mr. Lirver. Yes. 

Mr. Ruopes. Actually, he was a salesman for Occidental ? 

Mr. Liever. Just the same status as I am. 

Mr. Ruopes. You mentioned also that sometimes you acted as a 
consultant, representing both management and the union ¢ 

Mr. Liever. A consultant is intertwined with brokerage. 

Mr. Ruopres. How are you paid when you act as consultant and 
representing both sides ? 


a 








374 INVESTIGATION OF WELFARE AND PENSION FUNDS 


Mr. Lirver. My commissions are from the company. That is how 
I get paid. 

Mr. Ruopes. In other words, you are in the capacity of a salesman, 
you are in the capacity of a consultant trying to make a good deal for 
everybody concerned 4 Is that the situation ? 

Mr. Lirver. That is right. 

Mr. Wier. The answer tothat isthen the administrat ion of this fund 
costs more than the benefits derived from the employees. Itisa high 
administrative cost. 

Mr. Derrickson. Mr. Chairman, with respect to the subject of how 
Mr. Liever obtains business, becomes the broker in these cases, involv- 
ing sometimes the displacing of present brokers and the switching to 
other insurance companies, | would like to have at this time read into 
the record a series of letters which I believe give a picture of how that 
operation gvoes. 

Mr. Weltmer will read them for me. 

Mr. Weirmer. The first letter is dated May 10, 1954. 


Mr. KENNETH RYAN, 
5713 Frontier Arenue, Sacramento, Calif 

Dear Kenny: I just returned from Cincinnati and found Ed Miller chipper 
as ever and the old man in fine shape also. Ed is leaving for 2 months in Europe 
beginning this coming Wednesday to cover that appointment which George Meany 
of the A. F. of L. made to our international Incidentally, this is the first time 
that our international has been recognized on such a high scale within the 
councils of the A. F. of L 

Our friend Walter Cowan from Los Angeles was there, also Guy Cutler from 
Kansas City and other gentlemen that I know throughout the country. I think 
some of them are on the international auditing committee and they began this 
morning the job of auditing the books of the international 

My purpose in writing to you is that I am still furious at the way I have been 
taken for a ride in Sacramento by that selfish agent, and it is best that I don’t 
mention any names in this letter, but you know to whom I am referring. Now 
my plan of attack is as follows and if you will carry it out, we will arrive at a 
happy solution in the near future 


At your next meeting have Barney Jackson bring up the cost of the admin- 
istration and then you can chime saving that it is not a bad idea to see what 
this gentleman will charge After all you always have advocated the admin- 
istration to be handled by the insurance compan Incidentally they take care 
of quite a few programs at the present time, including the butchers, ete. In the 
final analysis, some of the plans that the insurance company administers are the 


plan on which the agent in question is the roker 

A telephone call to Tommy Martin will substantiate your suggestion to the 
trl ees that you had always figured tha the dmini ration should cost some 
where in the neighborhood of 5 perce of the premium, and since 5 percent 
really represents around 21 cents, Martin will tell you that he will do it for 
20 cents 

You can also explain to the trustees that any problem that the agent would 
have on any of the claims, would have to be referred to Martin’s office for a final 
decision anyway, so why go through all the trouble when it can be done direct. 
This will immediately put me in a position where I always wanted to be. 

Now, when it comes to the appointment of the broker for your package with 
the Occidental Life Insurance Co. be sure to spell out in your authorization to 
this insurance man that his services are only for 1 year. By this way you ean 
keep tabs on seeing that he does a good job and it will definitely eliminate any 
loafing on the job. If you do not spell it out, no matter who becomes the agent 
from the second year on, this man will have in the contract what is known in 
the insurance business as “vested rights” and will receive commissions on your 
case as long as it stays with the Occidental Life Insurance Co. 

We had this kind of trouble in Reno where the agent was killed in an auto 
mobile accident and his estate is receiving commissions for 8 more years without 
doing anything. There is no way that the insurance company can eliminate their 
paying all commissions to the agent if you do not spell it out that it is only on 
an annual basis. ; 
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You have enough criteria that this is done in a number of cases—as the Oak 
land case is operated on that basis, the San Francisco Hotel case is operated on 
the yearly appointment of the broker, and the San Diego case is done likewise ; 
so you have enough precedent. 

These are some of the highlights that I want you to take care of as that S. O. B 
has certainly played us a dirty trick and by doing it this way there is nothing 
that he can criticize. 

I would start with first things first—taking the administration away from him 
end leaving the brokerage end of it for the next meeting 

Trusting that this finds you in the best of health, and with kindest personal 
regards, I am, 

raternally yours, 
Earu LIEvER, INC., 
EarL LIEvER, President 


The next letter is dated April 2.1952. The address is 519 California 
Street, San Francisco, and it is addressed to Miss Gussie Hoolahan, 
Box 922, 220 West Orange Street, Albuquerque, N. Mex.: 


Dear GuSSIE: Within the next day or so a representative of mine will intro 
duce himself to you and say he represents me, so you can get to work with him. 

I would like to give you a few pointers in negotiating for a welfare program 
that should help you very much. For example, after you discuss what you have 
in mind with my representative, and if, for example, you will arrive at a figure 
that you want a package for $6 per month, 1 would start out negotiating with 
the employers by asking around $8 a month and then compromising in the windup 
for around $6 a month. This is just an example, so whatever amount you do 
decide on, this will give you a method of negotiating 

Perhaps you might decide to accept so many cents per hour on a basis for a 
welfare program. You can kick these ideas around with my representative who 
will give you good pointers on it 

When the negotiations get pretty close to the finish I will then step into the 
picture with you and guide you in the windup. Summarizing some of the main 
points, Iam going to try to repeat them in the order of their importance 

1. Aim for a higher amount of contribution so that you can settle for a 
lower figure 

2. Impress upon the employers that you have no objections as to equal repre 
sentation on the trustees who will operate this welfare fund, so that they wi 
know that every cent that comes into the welfare fund will be spent for insu 
ance only However, you want to make it equally sure to them that your union 
will decide the benefits, the insurance carrier, and the broker, as you feel that 
you are spending your own money This is a very important : 


it point, and if you 


have to use it use it 

3. You can also impress upon them that it is the union’s intention to help 
administer the plan for the benefit of the entire membership 

At the proper time I will step in and I will tell you all about how to administer 
this plan and how we set up separate offices for this type of operation, which 
will build good will among the union members. 

We will also help you set up and write the trustee agreement for you. Will 
you, therefore, keep me informed, and my services will be at your disposal at a 
moment’s notice. Hoping to have the pleasure of doing business with you, I am, 

Fraternally yours, 
EArt LIeEver, INC., 
Eart Liever, President 


The next letter is dated September 18, 1953, to G. George Snyder, 
regional group supervisor, Occidental Life Insurance Co. of Cali 
fornia, 3055 Wilshire Boulevard, Los Angeles, Calif.: 


Ke: Culinary Alliance and Bartenders Local 498, policy No. 3272-LD 

DrAR GEORGE: I have your letter, dated September 15, in reference to our 
supposed friends in Santa Barbara. I want you to follow through, but you had 
better be very careful, as the relationship between our friend Lolita and that 
Dempsey guy is very close, and any hint of any rate increase which I do not 
anticipate will switch this case over immediately to Dempsey 

You can therefore proceed to step in that office with the idea of promulgating 
the rates, telling them that in accordance with the insurance code, the insurance 
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department, makes it mandatory for your company to do that, and say nothing 
about the real reason 

At no time do you hint to them anything but the continuation of the case, as 
In the final ana s, George, I can maintain that rate in the company I used on a 
nationwide basis without even checking up annually on the agents 

I think I have given you enough guidance, as you know the dirty trick they 
pulled on us with that Metropolitan Casualty Co. should be enough notice that 





they are not too loyal. You know the reason they got the business 

I am enclosing some statements of accounts if you want to use them, if any 
reason they are running short of them 

Thanks very much f your best wishes, and the office has turned out better 
than my expectation and I feel a lot more relaxed, now that this building pro 
gram is all behind me, 


sincerely yours, 
EARL LIEVER, IN¢ 
J inuary 9, 154; to Mr. G. George Snyder, regional group super 
visor, Occidental Life Insurance Co., 3055 Wilshire Boulevard, suite 
20%, Lo AQ are le 5. i] f.: 


Re: Santa Barbara 

DeEAR GEORGE: I am sure you w he glad to hear that Bee Tumber and Lolete 
Chaney. of Santa Barba ave been defeated for reelection nd that my pal, 
Al, has won with the entire ticket. We are in a very good position now to really 
displace that other coverage 


During the election I instructed Al to contact you and mention my name in 


case he needed anv an s f the pros and cons of the present Carrier as against 
hid nd I was wondering whether or not he contacted vour office. This was 
rior t he first of the vear 
Sincerely yours 


y ¢ I IA NTI 
A oO. Vv R co 
0 j f j ] ( 
~06 D . : ] ‘ ° 

1) R You w e lve \i eS ! he Occide l 
Life I nce ¢ ns I I ng \ : vho la 

WW you idly ge ucl (x sie Tk il 220 We range Stree 
Albu ql N. Mex \ | he s one of the 
ruld c Dil s of the Women’s Protective I mn. whe I about to egotiate 
1 we ey - I with ( t (y ti i)¢ d get exactly 
what e has in mind and Ww uch she tends to ari it negotiations and 
press the l ) ( Vg dance to 

I y ild like ] to ain bout $6 per month She might ive to Compromise 
na little less but, however, use that as a mode of « ersation with her to 
iim at ywa 

This same Gussie also represents a local of about 600 people in Butte, Mont. 
Tam communicating with your group man in Portland, whose name is Henry P. 
Sherloc, 409 American Bank B ding, Portland On second thought, when you 
have s en to Gussie when she will be in Butte and call on Sherlock 





} 


‘or that neck of the woods 

All of these jobs will be charged to my account with your company. I am 
proceeding to get my nonresident licenses with your State and Montana and I 
usually step in these cases toward the windup. I shall, therefore, wait until 
T he from you as to your outcome of your conference with Gussie. Hoping to 


to meet her for a package 





Ear. LIever, INC., 
Eary LIEvVER, President. 


Mr. Derrickson. Do you consider it ethical and a legitimate part 
of your business in obtaining this kind of business to enter into these 
underground efforts to disp ace brokers who are already brokers of 


2 


cae 
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the fund and to change the insurance to other insurance companies ? 

Mr. Lrever. The information you have here, your question, you 
have to know the background that I wrote the letter on, to give you 
the answer. 

Mr. Derrickson. [thing IL asked you a simple question. 

Mr. Lirver. Ordinarily I would not be a party to replace any insu 


} 


ance program where I considered that the othe pa kage was a better 


deal for both groups. I, myself, am a cobroker, Mr. Derrickson 
representing employees, represel ting the UnhTOn 1 Santa B iba i, We 
presented a bid to the trustees. We were ippon ted the brokers, 
We sent out Spe ifications to all the companies, I think it was about 
S or 9 companies in Santa Barbara. We got the bids in and, after 
eoing over the analysis myself, and a coworker representing the e1 
plovers, we arrived at the best bid as Oe de} { i] Li fe I) surance ( i 
In the windup this group came up to the Metropolitan Casualty 


Co. and presented their bid 1 still feel, and the brokers and the em 
plovers feel, our package Wils the best bh ad. Llow they rYot the busine 
aa the last windup, | do hot know. 

All T want isan opportunity on an anniversary date of this contract, 
which has another vear to ruh, Is the oOpportun ty for m\ self ind t] e 

\ 

tunity to all the companies to present this bid. And aa y bid will be 
an improvement on the package they have now, as my opinion as an 
insurance man. That isthe reason I said that 

Mr. Derrickson. On this subject. Mr. Chairman. TI have no furthe 
question ‘ | have some questions on two cditferent other subyec TS, but 


+] 1 1: 
emplovers brokers fo have the bids reacdvertised and olive an oppo! 


no more on this particular subject on the method of obta ning business. 

I rest on the reading of the letters as to how he awoes ibout obtain 
ing’ some business, 

Chairman McConne.ti. From your observation, Mr. Liever, how 
is this insurance business obtained usually? Is it obtained through a 
bid proposition, an open bid proposition ¢ 

Mr. Liever. That is correct. 

Chairman MceConneii. Through friendships, tieups, or how 

Mr. Lirver. Lama salesman. If vou sell anything you are bound 
to make contact I don’t know of any salesman vet, whet] er he sell 
automobiles o1 inything else, that he does not try to make friends or 
contacts, otherwise he wouldn’t be a salesman. 

1 understood from your conversation that I] thought you were a 
salesman. 

Chairman McConnetui. Yes; in the investment banking business. 

Mr. Liever. All I ever ask, I think I know enough about this bus! 
ness, Mr. Chairman, all T ever ask is an opportunity to present my 
bid along with others. That is what all my contacts are. 

Chairman McConnewtyi. 1 am wondering if there isn’t some little 
difference in some of these instances that Mr. Wier brought out. Here 
you are dealing with the money of a group of workers who placed the 
money in a fund. Do you feel that the insurance coverage of that 
should be settled just by friendship / Should it not be settled by 
what is best for the workers¢ Would that not be the correct way to 
approach that type of thing ¢ 

Mr. Lirver. I think the gentleman there, Mr. Wier, I think he is 
referring to what is known as a pure life case. A pure life case is 
actually based on ages. We present our package based on ages and 
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to any local. TI am assuming they get bids from other companies. 
Most life insurance, they are the same life rates practically in all 
companies and then they submit it, I assume, to the membership for 
approval, but on a negotiated case I thing the business should be done 
on the basis on which I have advocated to hand out bids to all com- 
panies and get bids and then analyze them. 

Our recommendations are all submitted to the trustees. It is for 
iem to decide who the carrier is. 

Mr. Wier. Right there, Mr. Chairman, is the point that I raised. I 
have had some experience in 1. We admit this is a new invocation 
between management and collective bargaining, this welfare fund 
business, and it has only been in vogue now about 10 years. There 


} 
I 


. 
t 


was none of it in vogue except in a few private industries prior to 


World War II, 1941. There were a few insurance funds around 
the country by large corporations, but it became generalized. 

Now I have seen this thing eO Into action from the time that the 
empl yers and the union negot ating committee completed a contract 
n which there is a call for welfare funds but that has always been 
done by a negotiating committee and in all the instances I know of, 
the policy of both the AFL and the CIO is that these welfare funds 
shall be negotiated by a negotiating committee, not one individual 
that has been recommended to someone. 

The explanation to the membership of the plan must be presented 
by that negotiating committe, of just what they are getting for their 
6 cents per hour that you recommend they try to get, not one individ- 
ual; but in all your cases here today that you have cited you have 
been given a lead by some international representative in this par- 
ticular field to see Joe Doakes at Ipswitch. That is the thing I do 
not understand in your salesmanship, that all you have to do is to 
see one man. 

Then I get further confused when I hear those figures this morning, 
of the tremendous operating cost out of these workers’ mere pittance. 

The two illustrations given to us this morning, your operating 
cost that you tack onto this policy is almost as much as all the workers 
covered by the contract get during the period of a year. That is the 
condemnation I lay on what I heard this morning, that you negotiate 
these policies Ww ith one indi idual. 

I have not heard you say yet that you have met with more than 
one. It has always been some one individual in Cleveland, Pennsy| 
vania, California, Arizona, New Mexico, or Montana, met so and so. 
That is not the way it is done in the legitimate union movement. 

There is a negotiating committee and we do not even trust one 
man to negotiate a contract with our welfare funds. We want at 
least seven on a negotiating committee all through these United States. 
That is the thing that I am trying to clear up here. These friendly 
contacts vou make seem to be the beginning of the deal. 

Mr. Wier. Do you think that the cost of this is a fair cost to the 
workers ? 

Mr. Liever. You are singling out one case, you are singling out 
those cases. At the beginning of business I think I explained my 
position on that. 

Mr. Wier. It took you 5 years to repent. 

Mr. Lirver. My voluntary cancellation proved that, and I assure 
you that—— 


INVESTIGATION OF WELFARE AND PENSION FUNDS 379 


Mr. Ruoprs. Do you intend to go into the contents of the insur- 
ance contracts that were issued ‘ 

Mr. Derrickson. No, sir. 

Mr. Wier. I would like to, if possible. Maybe this is not a good 
time to do it. 

Mr. GRAHAM. Mr. Liever, I have about five questions here. 

_ Take the San Bernardino case in which you receive a 4-percent 

e paid out of the trust fund for administration. How many of the 
en at have been processed by the administrator at San Bernardino 
have you re jected ¢ ¢ 

Mr. Lirver. I don’t have the figures, but I recall quite often—— 

Mr. (7RAHAM. Just roughly how many ¢ 

Mr. Lrever. I would be guessing, sir. 

Mr. GraHam. That is all right. 

Mr. Liever. I would say quite a few cases which I had to take up 
with the trustees and explain my rejection to them and appear at the 
meeting. 

Mr. Grauam. Would you say 10a year? 

Mr. Liever. I would say in the neighborhood—I am not so sure. 
I don’t have the figures. 

Mr. Granam. Actually all you do is write the drafts when they are 
sent out there. You don’t examine the cases particularly 4 

Mr. Liever. Yes, sir; we do. The cenuidaaaied letters that Mr. 
Derrickson saw, they go into detail. 

Mr. Granam. Do you actually go through each case? 

Mr. Lrever. We certainly do, each benefit. We want to see if it is 
proper. If it is out of line, we turn it down. ac +h check is itemized 
in detail—why we think that is it and why we don’t think that is it. 

Mr. Grauam. All the eligibilities and the benefits in line with the 
policy are all computed at the administration office down in San 
Bernardino before the “y are forwarded to you, 

Mr. Lrever. They se nd the claim forw: ard, but the computing of the 
bills, we compute that stuff in the office. 

Mr. Grauam. In the case of San Bernardino, | presume you partici- 
pated in the trust agreement there ¢ 

Mr. Liever. No; that was between lawyers and not me. I am nota 
lawyer. 

Mr. Granam. At any rate, in the insurance agreement, as I under- 
stand, you issue a life-insurance policy to every member in good stand- 
ing of that local: is that not correct ? 

Mr. Lirver. That is negotiated between the negotiators of the em- 
ployees and employers. All we did, they purchased that kind of 
policy. 

Mr. Granam. That is paid for out of the trust fund? 

Mr. Lirver. Yes. 

Mr. Granam. Regardless of whether the employers or the union 
members participate or contribute in the trust fund 2 

Mr. Lirver. I believe that is so, sir. 

Mr. Granam. Now, you said that you are whet is termed a “consul- 
tant” or “expert” and that your fees are usually commissions; is that 
not correct ¢ 

Mr. Liever. That is right. 

Mr. Granam. At the same time you are an agent representing an 
insurance company, a broker? 
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Mr. Lirver. I don’t understand what you mean. 
Mr. Granam. Youarea broker representing an insurance company ¢ 
Mr. Lirver. That is right. 
Mr. Grauam. You also serve as a consultant advising the trustees ? 
Mr. Linver. A consultant and a broker are synonymous terms, sir. 
Mr. Granam. Fine. In your capacity as both a broker and con 
sultant you advise the trustees on where they can get the most for their 
money; 1s that correct / 
Mr. Lirver. That iscorrect. When they hand out the bids I analyze 
them. 
Mr. GRAHAM. You analyze all the bids? 
Mr. Lirver. Yes 
Mr. GraHam. Yet you represent one company / 
Mr. Lrever. No. That wv is one of the companies that was selected. 


1 don’t represent one company. [ama broker for all companies. 
Mr. Grawam. You get as a fee for doing that the commission—— 
Mir. Liever. The con pany that 1s se¢ lected is the company that the 


trustees take. Of course, | get my commission from the company. 
Mr. Granam. In other words, when company pays a higher com 


Wssion you get a higher fee 4 
Mr. Wier. Let me get this clear a minute. 
This is one I think I heard something about. Here are 7 bids given 


tome as business agent of the cooks and waiters—7 bids from 7 casualty 


companies or mutuals or welfare funds. Are you telling me that you 


come over to mV house, | got the bids, you are a general broker, you 
come over to me and say, “Tet us open up the bids” ? 

Mr. Lirver. No. 

Mr. Wrer. That is what you said. 

Mr. Lirver. No. Suppose we stick on the Santa Barbara 

Mr. Grauam. Let us get away from Santa Barbara. Let us 
vet down to this. As a combination broker and consultant you acd 
vised trustees of the fund which is the most beneficial Insurance com 
pany to deal with as regards coverage and soon. Is that correct 4 

Mr. Lirver. The only time I do that, sir, is when I am appointed a 
broker to—we pass on all specifics after we have a dozen meetings with 
the trustees that that is what we want, we send out all the specifies to 
Various Insurance companies. The bids are sent direct to the trustees’ 
office. After they get them, we hold the meeting and we analyze 
the bids. 

Mr. Wier. You open the bids? 

Mr. Lirver. They open the bids. 

Mr. Wier. Youare there ¢ 

Mr. Lrever. 1am there any time they ask me to analyze them. 

Mr. Grauam. The only thing I am asking him is whether his fee 
is derived from the commission from the insurance. 

Mr. Larver. That is correct, the insurance company. 

Mr. Granam. Therefore, the larger the commission that a partic- 
ular company pays, the larger your fee ¢ 

Mr. Larver. Yes; that is true. 

Mr. Granam. You have disclaimed knowledge of how a union oper- 
ates and yet you have actually participated in negotiations; have 
vou not! 


Mr. Lirver. No. 
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Mr. Granam. As evidenced by the letter to Gussie Hoolahan ? 

Mr. Lrever. All I am asking there is the procedure of the program. 

Mr. Granam. You are telling there is how to conduct negotiations ? 

Mr. Liever. That is right. That is the procedure. All insurance 
brokers do that. 

Mr. Granam. They do? 

Mr. Linver. Yes; they do. 

Mr. WIeEr. Maybe we have the wrong kind of business agents. 

Mr. Granam. That is all I have. 

Chairman McConneui. 1 think probably about a 5-minute reces 
might be helpful. 

Mir. Granam. Could Task one question 4 

In regard to these Atlantic City cases, the actual fact is that in the 
once instance which involved the hotel association and the local unio 
ver the 5 year period from 1948 to 1954, some S26.000, which was 
over the already high retention rate of 3714 percent, and which could 
have purchased more coverage or be returned to the trustees act ng 
On behalf of the union members, Was split bet ween you and the Lisl 
ance Company ¢ and in the other instance it amounted to 87.000. 

Mr. Liever. Is that in those figures that Mr. Derrickson gave ? 

Mr. Grauam. In other words, that is money that otherwise could 
have been returned to the benefit of the working people whose money 


has gone inthis? 


Mr. Lrever. Yes. 

| would like to make one more statement before we have a recess 
he re, 1p that looking over my notes on renewal commissions of Atlanti 
City and that stuff, I think the company suggested 8 percent renewal 
and we agreed on 1714 percent. IT want to correct the statement. 

Chairman McConnetut. We will recess for 10 minutes. 

(Short recess. ) 

Chairman McConne.tn. The hearings will please come to order. 

Mr. Derrickson, you may resume your questioning. 

Mr. Derrickson. Mr. Liever, on October 21, 1954, there was a chec!] 
issued, check No. 2199, in the amount of 82.000, drawn against the 
account of Earl Liever, Inc., payable to Roy B. Miller. Will you 
explain what that check was for? Who is Mr. Miller and why did 
vou send him a check for $2,000 7 
’ Mr. Liever. Mr. Miller is a broker in Kansas City. I owed him 
broker’s commission for the Kansas City job. 

Mr. Derrickson. You owed him a broker’s commission 4 

Mr. Lirver. Yes: he isasubbroker of mine. 

Mr. Derrickson. Subbroker. 

Mr. Liever. Cobroker. 

Mr. Derrickson. Is he a cobroker ? 

Mr. Lrever. I would say he is a cobroker. 

Mr. Derrickson. Ordinarily does an insurance company pay one 
of the cobrokers a commission and expect that one to pay the other? 
Don’t they usually pay them separately if there are two brokers in 
on a case ¢ 

Mr. Lirver. I am a general agent, and I get the commission and I 
give it to Mr. Miller. 

Mr. Derrickson. You get the commission from Oxidental Life In- 
surance Co, on the Las Vegas case in which you have a cobroker # 


53814—54—pt. 2 $ 
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Mr. Liever. Washington National. 

Mr. Derrickson. There is a cobroker named Royes; isn’t that 
true ? 

Mr. Lrever. Yes. 

Mr. Derrickson. In the Las Vegas case, how are the commissions 
paid ¢ 

Mr. Lrever. The procedures are two ways, sometimes you make 3 i 
direct and sometimes we pay them as gener: al agent down the Ae 

Mr. Derrickson. This Roy Miller isa cobroker, you say ¢ 

Mr. Lirever. I would say either he is a cobroker or sub broker. 

Mr. Derrickson. What would be the ditference?) What do you 
mean by a subbroker ? 

Mr. Iarver. There is very little difference between the two. 

Mr. Derrickson. On the Kansas City case you say he is a sub- 
broker ? 

Mr. Liever. Sometimes I may call him a subbroker or cobroker. It 
is the same thing in mv school, the same idea. 

Mr. Derrickson. Mr. Miller is the subbroker on the Kansas City 


case ¢ 
Mr. Liaever. Yes. 
Mr. Derrickson. And his share of the commission was $2,000 / 


Mr. Liever. That is right. 

Mr. Derrickson. For this year? 

Mr. Liever. That is right, so far. 

Mr. Derrickson. So far? You mean you pay it vearly? How 
does the insurance company pay this commission to you! 

Mr. Lirver. They pay it each month. 

Mr. Derrickson. And you in turn pay him asa subbroker ? 

Mr. Lrever. I pay him when I get around to check up how much 
money comes in, I pay him on account. 

Mr. Derrickson. You don’t pay him regularly ? 

Mr. Lrever. I don’t pay him regularly, no. 

Mr. Derrickson. Just whenever you get around to it ? 

Mr. Lirever. Whenever I get around to it. 

Mr. Derrickson. You got around to paying $2,000 on October 21? 

Mr. Liaever. That is correct. 

Mr. Derrickson. Does he still have more coming to him ? 

Mr. Liever. I believe he has. I haven’t seen the figures. I believe 
he must have more coming to him. I have not seen the figures. I 
don’t have the figures with me. 

Mr. Derrickson. He never knows quite how he stands with you? 

Mr. Lrever. At the end of the year, I gave him a statement. 

Mr. Derrickson. You give him a statement at the end of each year? 

Mr. Liever. At the end of each year. 

Mr. Derrickson. What did Mr. Miller do in the Kansas City case ? 
What actual service did he render? How did he become the sub- 
broker, as you call it? 

Mr. Lrever. For any broker to come in in the State of Missouri, you 
have to have a local broker countersign the policies and you have to 
file your license with them. When I came into Kansas City I had to 
have someone, so I found out his qualifications, I found out he was 
all right. so I made a deal with him as a subbroker. 

Mr. Derrickson. Do you have a license in Missouri? 

Mr. Lirever. Yes,I do. He has, too. 
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Mr. Derrickson. You didn’t have to have him then; did you? 

Mr. Liever. What is that? 

Mr. Derrickson. You're licensed to write business in Missouri, 
you did not have to have him as a cobroker ¢ 

Mr. Lrever. I think that is one of the States that requires you to 
deposit your license with a resident broker before you can do business 
in that State. 

Mr. Derrickson. Is that the reason you had Miller? 

Mr. Lizver. No. That is one of the reasons. 

Mr. Derrickson. Did he do anything else? Or did he just happen 
to live in Kansas City where you were writing the business / 

Mr. Lrever. I think he had been around with me in the prior nego- 
tiations, I imagine once or twice. 

Mr. Derrickson. He did some work? 

Mr. Liever. He did some work; yes. 

Mr. Derrickson. On the same date you issued a check, No. 2200, in 
the amount of $1,000, drawn against Earl] Liever, Inc., to Mr. Paul 
Ernst. Will you tell us who Mr. Paul Ernst is and what was the pay- 
ment of $1,000 ? 

Mr. Lirver. He is a broker in the city of New York and he has 
been in the insurance business quite a few years. That is on account 
also of the Brooklyn case. I had a broker, too, in the Brooklyn case. 

Mr. Derrickson. In the Brooklyn case you are the broker of record 
as far as the insurance company is concerned / 

Mr. Liever. That is right. 

Mr. Derrickson. He is what you call a subbroker ? 

Mr. Liever. Yes. 


He does a lot of work, because, after all, I travel all over the coun 


try, and he services that group because he is always at their beck 

and eall. There have been a lot of revisions and things like that. 

He has performed very food serv ice. | couldn't handle it myself, 
Mr. Derrickson. He renders serv ice for this share of commission ? 


Mr. Liever. That is mght. 

Mr. Derrickson. Is it a 50-50 split with him? What ts his share 
of the commission @ 

Mr. Liever. I think a third. 

Mr. Derrickson. Is he related to the late Mr. Hugo Ernst ? 

Mr. Lrever. He is a nephew. 

Mr. Derrickson. On the same date you issued check No. 2201 in 
the amount of $1,000 to George Lowy. * Will you tell us who George 
Lowy is¢ 

Mr. Lirver. He is connected with Mr. Paul Ernst. and the two of 
them represent one firm. So, actually, George Lowy is really one 
half of the third: in other word 

Mr. Derrickson. He is also subbroker on this same case ? 

Mr. Liever. Yes; Ernst and him are subbrokers. 

Mr. Derrickson. Ernst and Lowy are subbrokers on the Brooklyn 
case and get one-third of the case paid to you as broker of record ? 

Mr. Lirver. Yes. 

The local knows that Mr. Ernst is the sole broker there. They know 
that because he services my account all the time there. 

Mr. Derrickson. Does the insurance company know it? 

Mr. Lrever. I believe they do. ITamnotsosure. I have not discussed 
it with them. Offhand, I don’t remember, but I assume they do. 
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Mr. Derrickson. What would you call this commission splitting / 
Mr. Liever. I would call it commission splitting. 


Mr. Derrickson. Then you are splitting commission with these 
people! 

Mr. Liever. That is right. 

Mr. Derrickson. And you split it when you feel like paying them 
omething on account? And at the end of the year you bring them 
up to date, although you get paid monthly ¢ 

Mr. Lirver. Of course, sometimes it takes a long time before—there 

some additions or deletions sometimes it takes some time for the 
company to give you your first commission check, maybe 4 or 5 months. 

Mr. Derrickson. Do vou have any other subbrokers in any of your 
cases now In force, involving union group Insurance ¢ 

Mr. Lirver. I have Mr. Royer at Las Vegas. 

Mr. Derrickson. In that case he is a cobroker and is paid half 
the commission Dy the surance company directly, IS he not 4 

Mr. Lrever. Yes. 

Mr. Derrickson. The insurance company knows that he is a co 
broker / There is a difference there, isn’t there, between this cobroker 
and subbroker business 7 

Mr. Lirver. I don’t know. I never figured the difference. Itisa 
uestion, sometime the agent gets one payment an d he pays the other 
one, sometimes they split D0 DO, 

Mr. Derrickson. Are there any cases in force where you are the 
ubbroker and get a part ot some other broker’s commission who is 


1 
} 


broker of record in one of these union group-insurance plans 4 

Mr. Lirver. Yes: Reno is one of them. 

Mr. McCapr. Is that a culinary workers case ? 

Mr. Lirver. Yes. 

Mr. Derrickson. Who is the broker there ? 

Mr. Lau VER. The estate of the veneral agent, of the former agent 
Chiat was the general agent that was killed. 

Mr. By RRICKSON, What did you do in that case in Reno to become 

ubbroker ¢ 

Mr. Liever. Actually when we were negotiating that case I was 

ipposed to be a 50-percent broker with a gentleman by the name of, 
he was a loeal agent in Reno—— 

Mr. Derrickson. Mr. Liever, if you don’t have it handy, I don’t 
think it is Important at this moment as to what his name is. 

Mr. Lirver. He went ahead; of course I did a lot of work with him 
to get the data for him, set up what I thought would be a cood pro- 
gram, and after he got the business—— 

Mr. Derrickson. You did that for him? And the insurance com- 
pany had no responsibility to pay you any commission and he did not 

ave to ni ike you a sub broker unless he Wi anted to, did he? 

Mr. Liever. He and I represented the union end of it and the other 
broker represented management. I was supposed to go in with him. 
Of course, that other broker passed away and that loused everything 
up, so to speak, and I never got any commissions from that fellow 
until he signed off. He was a former insurance commissioner there. 
Il have his name—Mr. Donovan. 

Mr. Granam. Are you a licensed broker in Nevada? 

Mr. Liever. Yes. 

Mr. GranaAm. In New York? 
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Mr. Lirver. Yes. 

Mr. Ruopres. Did you say he was an insurance commissioner 

Mr. LIEVER. He Was all eX-COMMIISSIONer, surance COomilssioner, 
who after he left became an insurance commissioner. 

Mr. Rarop1 s. Ile was not al insurance CommMilssione) at the time ol 
this contract 4 

Mr. Lirver. No. 

Mr. Derri KSON. Tam yoing to ask Mr. We Itiner to re wi a meno 
randum relative to the teamsters’ local in Pottsville on wh [ have 
a question or two. 

Mr. Wetrmer. This is a “Memorandum for fle” dated Janual la. 
L951: “GR-B313 and GR-2260"—those are American Casualty le 


umbers I assume—International Teamsters’ Union. 


At a meeting in Pottsville on Friday evening, January 12, 1951, at which the 








representatives of four transportation Companies ere present as well as ‘ 
local union head, Earl Liever, Joe Nyles, and J. E. Bruton The new w 
demands for increase ih surance on union members were SCTISSel 

Members in the Pottsville are: present insured under GR-2260 at a emiul 
of 83.00 a month will be insured under the new policy GR-2313 at a pret! 
of $5.45 a month from the date of the new contrac etween the unio thie 
elployers, 

At the meeting the emplovers stated that the were interested i btnining 
insurance for the revised benefits at the west ] f t to them it f 
this Earl Liever agreed to make a refund to the « ‘ the end of 
vear representing the difference between the lowe ! al ed l es 
sters’ union premium of $5.45 In addition Earl Liever promised to make 
employers some allowance at the end of each ye hn experience ri y if 
experience on the actual employers concerned prove e <faet In view 
Ew the employe agreed to go along and pay So.45 o1 he present poliey 
it was left to Mr. Nvle oobtain a list of the love ted hie 
keep until the end of the contract year hen the exyx nee wou evie 
witl iew to allow an experience credit as we | f 
It is the in ntion of Earl Liever to 1 ke any ret x ‘ ‘ ng 

pre} cre f mimissi ob ns e te ( 

rhe Aetna was also represented at the meeting and q ed 85.50 
coverage with a 5-percent discount Che Aetna I" ec 1 expe 
rating of some 15 to 17 percent provided experience was g 

It is my Opmien that the iction taken by Eva Liever W \ me il ( f 
the fact that the employers, regardless of any reé st to the contrary, w 1)! 
ably spread the news among other employers { e result 1 t the same 
difficulty will recur again and again thus une g the whole p ent setup 
On the other hand, it is difficult to see what could | e been done ; n alterna 
tive in view of the fact that both the agent and the company had to review the 
teamsters’ group as a whole and the four employers concerned represent only 
a very small portion of the total volume It wa hus impossible to revise the 

ite for these four employers as the effect would 1 e been to immediately p 
other employe on the alert nd caused the { I l e sume eVISlO n 


their own case 

Mi. Derrickson. Mr. Liever, I would like you to clarify that a little 
bit for the committee. That seems to say that you were going to re 
pay four employers from your commissions if they would continue to 
keep the insurance in force ata higher rate and not change it to some 
other company ata lower rate. Is that right ? 

Mr. Lirver. I didn’t understand that. 

Mr. Derrickson. Will you explain that ? 

Myr. Ligver. I can’t tell what Mr. Bruton wrote, sir. 

Mr. Derrickson. Tell us what happened in that case. 

Mr. LIEVER. The only question that came up Was that the employs rs 
along with the Aetna, they asked us, I think they took us 15 or 20 min 
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utes apart, and they asked us whether or not, what ret rospective rating 
return would be applicable to this case. I bound the company to that 
effect, and I had the company representative there, so all I had to do 
Was to say: “No. I don’t know whether or not they even wanted it 
afterward, but if there is any experience on that, the policyholder is 
entitled to that.” 

Mr. Derrickson. Do you recall whether or not you ever refunded 
anv money out of your commissions to pee onenyerst 

Mr. Lrever. I had nothing to do so far as I am concerned with the 
commission. This was strictly just ona sdcemmanioes rating, profit of 
the contract itself. I don’t know where he rot the idea about the 
meeting. 

Mr. Derrickson. The retrospective rating came to you and the com- 
pany and you agreed 1n this letter to vive some of that back to the 
employers ¢ 

Mr. Lirver. I would relinquish my right in that specific contract 
of a thing coming to me 

iy Derrickson. In this case it was said you would relinquish that 
amount which was above the lowest bid. 

Mr. Lrever. I would relinquish any amount that is due on the retro 
spective rate for my half of the c arrier. 

Mr. Derrickson. According to this letter you would have paid him 
the difference out of your commissions whether it came under the 1714- 
percent commission or under the retrospective commission agreement ? 

Mr. Lrever. No, I wouldn't. This was strictly over and above the 
commission that I would relinquish my right in that particular con- 
tract. 

Mr. Derrickson. You don’t think that Mr. oh ae in this memo 


randum gave a true picture of what happened at Pottsville? 
Mr. Liever. That is not my underst: widing, sir. 
Mr. Derrickson. What is your understanding? Iam asking you, is 


thisa true picture of what happened at Pottsv et 

Mr. Liever. That is not to mv knowledge. 

Mir. Derrickson. You were there ? 

Mr. Liever. I didn’t understand it that wav. I understood I would 
relinau | l other words, this was a ca ise of reten tio1 ] would re 
linquish my share in the Hpac ier ae rating return for my 50 percent 
of 6214 ar oa consider that as a dividend to the police’ vholders. In other 
words, I wasn’t supposed to get anything on that particular one in re 
turn to the e policyholde r. Th: it is my “under standing. 

Mr. Derrickson. That is not what it says in this memorandum, is 
it ? 

Mr. Liever. I don’t know. 

Mr. Derrickson. You have listened to this memorandum and vou 
have read it? ' 

Mr. Lrever. To the best of my knowledge that is not my under- 
standing, sir. The explanation I gave is the understanding, as I un- 
derstand to the best of my recollection. 

Mr. Derrickson. It is different from Mr. Bruton’s ? 

Mr. Lrever. Evidently. 

Mr. Derrickson. Mr. Liever, I want to ask you if you ever paid any 
union official, any trustee, any employer, or any other person, any 
money or gifts, either directly or indirectly, for directing business to 
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you or assisting you in any way in becoming the broker in any of these 
union group insurance plans ¢ 

Mr. Liever. To the best of my knowledge, I may have given Christ- 
mas gifts here and there, but to the best of mv knowledge, I would say 
CN o.” ' 3 

Mr. Derrickson. You say you may have given Christmas gifts? 

Mr. Lirver. Like pretzels and stuff like that, taking them out to 
lunch. 

Mr. Derrickson. Insignificant, minor gifts ? 

Mr. Liever. Yes. 

Mr. Derrickson. Anything more ¢ 

Mr. Lirver. No. 

Mr. Derrickson. Then your answer to the question is “No” ¢ 

Mr. Lrever. To the best of my knowledge, I would say “No.” 

Mr. Derrickson. Ordinary Christmas presents you might give to 
friends or associates ¢ 

Mr. Lirver. To the best of my knowledge, no. 

Mr. Derrickson. |] wish you would explain that. Do you recall ever 
having done this? 

Mr. Liever. I would say, “No.” 

Mr. Derrickson. Mr. Chairman, I have no further questions of Mr. 
Liever. 

Chairman McConnetu. The answer of the witness as I understand 
is “No,” except for these gifts of pretzels and things of that sort. 

Mr. Derrickson. Mr. Chairman, I have no further questions of this 
witness. 

Mr. Wier. You have been talking about the culinary trade, whether 
vou are a broker or subbroker. How many of these trustee benefit 
insurance plans have you had throughout the United States ¢ 

Mr. Lrever. You mean trustee cases ? 

Mr. Wier. Yes; that you are receiving revenue from as a broker ot 
subbroker. Approximately how many? 

Mr. Lirver. I gave the list to Mr. Derrickson. 

Mr. Wier. That is only culinary. 

Mr. Lrever. Fifteen, approximately. 

Mr. Wier. Are those primarily all in the culinary trades? 

Mr. Liever. Yes; primarily. 

Mr. Wier. How many teamsters do you have? 

Mr. Lirver. Teamsters; 2 or 3 little cases in Reading. 

Mr. Wier. What other international union have you got covered, 
local union ¢ 

Mr. Lrever. I think I have a little case of machinists back in Penn 
sylvania, a small case. 

"Mr. Wier. Do you have the same arrangement that you presented 
here this morning with all of those? 

Mr. Lirever. I don’t understand, sir. 

Mr. Wier. Do you have the same return and revenue from all of 
these contracts that you enumerated this morning on the 1714 and 
then the 50 percent of the surplus? 

Mr. Liever. I don’t have any of those any more, sir. 

Mr. Wier. Since July of this year? 

Mr. Lrever. Since January 1. 

Mr. Wier. Are you licensed to operate under the insurance laws of 
all the 48 States that you operate in? 
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Mr. Liever. No: in the States where I have cases I am licensed. 

Mr. Wier. Are any of these States that put any limitations upon the 
cost of operation of this welfare insurance? Are there any States 
where you have to enumerate your return as a result of getting a 
contract ¢ 

Mr. Lirver. I haven’t come across any, sir. 

Mr. Wier. The sky is the limit wherever you go 

Mr. Wier. I believe it isso; yes. 

Mr. Wier. Did any union officials that you have dealt with ever 
question you about what you get out of it for the promotion of it? 

Mr. Lirver. I don’t think that discussion comes up. 

Mr. Wu R. lt does not come up! 

Mr. Lirver. No. 

Mir. Wier. You have never been questioned about youl 

Mir. Lirver I probably nh olht have been quest oned, I am not so 
sure, but if | Was | Wol ld tel] them. 

Mr. Wier. Would you have told them the figures you have told us 
/ 


this morning ! 
Mr. LAEVER. 
Mr. Wier. Do you still feel that this activity should be carried 


on under the free-enterprise system with brokers gettin 


I certainly would It isa matter of record. 


@ as much out 
of the funds of these workers as the workers get in the way of benefits ¢ 
Mr. Lirever. I think you have taken two cases, sir, and making them 


is a yardstick because Mr. Derrickson knows how much commission 


the other cases are. You are taking the two eases and trying to put 
1 t that is all I did lam not condem Ine those two cases, 


Mir. Wier. Why cid you sil oli out these tw Cases at. tlantie City i 
Mr. Lirver. In 1948 when I started I didn’t know too much about 


the group-il surance busi ess You took the comm ssion that you were 
able oO negotiate. 

Mr. Grauam. You renewed them at the same rate for the next 5 
years ¢ 


Mr. Lirver. Yes. 

Mr. Wier. IT did not expect that you would have to have any ex 
erience With that great career of yours. You said insurance was 
your life, you were an all-around insurance man. 

Phe th hg that I don’t understand in this business | have another 
ime for it s this competition. IT brought it up a few minutes ago. 
| ath Roy \V er, represel ting niy local Uhlon of bi) people. We have 
entered into a contract for union welfare protection, insurance, sick 


hess, surgery, and so forth. Our 500 people wet a deduction every 


month of 5 cents per hour. You try 6 cents per hour. That is your 
recommencdat On. You have named at least eloht companies Vou rep- 
resent asa broker. ] have heard eight names mentioned here, Minne 


sota Mutual, that is life insurance: and then the California insurance 
companies, and the eastern insurance companies that compete, there 
is the Equitable and a lot more, and these unions seek to vet the best 
deal. 

I have heard the question of bids for a uniform coverage where 
you have life insurance, loss of time, illness, accident, death, and so 
the union tries to get the best deal on this uniform plan that has been 
more ol less adopted, so these seven companies all learn about it and 
they offer a bid for covering these 500 employees of my union. 
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A minute ago you said that as a broker and an adviser you have 
the si peti, ot meeting with Joe Doakes or Roy Wi | and we 
will open up the bids and then you will recommend to me he best bid. 

Is that your position ¢ 

Mr. LInvVER. | analyze and I olve them the eood ana bad pots 
in each contract and I submit it to the trustees for their decision. | 
dont decide 

Mr. Wier. Are you on the pay roll of all seven of these COMpansles 
that bid? 

Mr. Liever. No. I have the specification, One broker sends out 
the specifications to all the companies. 

Mr. Wier. Then you and I enter into a contract and I think that 
Kquitable has the better form or the better contract as against youl 
American Casualty. 

Mr. Lirver. I would recommend Equitable in that case. 

Mr. Wier. And collect the same amount from E quit able on the 171 
percent and then Equitable also gives you the return on the dividend, 
a 50-percent split ? 

Mr. Lirver. I don’t think that enters it. 

Mr. Wirr. That is what you got from American Casualty. 

Mr. Liev: R. Yes, but | Pot that in 1948, 

Mr. Wier. In 1948, I don’t know that that would be any different 
than any other year W ith those insurance companies, You know the 
risk, don’t vou? You should know the risk for 500 employees between 
the ages of 20 and 65 or 60. 


= 


1) 


Mr. LIEVER. On negotiated enses We sent out bids to ail the com 
yunies and then it 1s may job to analyze the om. 

Mr. Wier. Are you saying to this committee that the split of 50 
percent on the excess surplus profit — you and the company split 
was due primarily to the fact that this was something new and you 
wanted to be sure that you were safe and you were so safe that you 
carried it on jor 5 vears¢ Is that what you mean? 

Mr. Lirever. I don’t understand your quest on. 

Mr. Wier. You entered into a contract. with these 2 unions for 171 
percent commission, outright commission 4 

Mr. Liever. I didn’t enter in a contract with them. I entered into 
a contract with the insurance company and me. 

Mr. Wier. You had a 1714-percent guaranty, didn’t you 4 

Mr. Liever. That is right. 

Mr. Wier. Then the returns on the contracts were such that there 
was quite an excess there / 

Mr. Liever. That is right. 

Mr. Wier. So vou and the company sphi it that ? 

Mr. Lirver. That is correct. 

Mr. Wier. Fifty percent apiece / 

Mr. Lirver. Yes. 

Mr. Wer. Why was that done in that particular case, if you will 
answer that ? 

Mr. Lirver. Thad no particular reason. I started out, [ was in busi 
ness and | got that kind ot contract and that IS all, be ause | had ho 
particular reason for it 

Mr. Wier. You have never gotten more than 171%, percent on any 
other contracts that you have negotiated 4 

Mr. Lirver. Not to my—— 
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Mr. Wier. You said service. You are still getting service charge. 
You have been getting a service charge, haven’t you, out in California 
and some other places ? 

Mr. Lirver. That is for administration, paying claims. That has 
nothing to do with it. I never entered into any other 1714 percent 
after that. 

Mr. Wier. That is all I have. 

Chairman McConneti. Mr. Rhodes? 

Mr. Ruoprs. Have you placed contracts in which the life insurance 
is involved as well as health and accident ? 

Mr. Lirver. Yes. 

Mr. Ruopes. What is the ordinary type of life contract? 

Mr. Liever. A thousand dollar life term. 

Mr. Rropes. Term ? 

Mr. Lrever. Term, based on the ages. 

Mr. Ruoprs. Figuring the group price, vou figure the age of the 
individual at the time the policy is issued. Does the price increase 
each year, or do you figure it on a level premium ? 

Mr. Lirver. I don’t understand, sir. 

Mr. Ruopes. Say, for instance, you have taken people and their 
average age 1s 45 at the time the policy is issued. The policy is issued 
for 1 vear. The next year, of course, the average age would be 46, 
assuming there is no change. 

Mr. Lirver. But there is always a turnover, so you always average 
out the age. You have to promuleate a new rate every year. 

Mr. Ruopres. Every year? 

Mr. Liever. It has to be that. 

Mr. Ruoprs. The annual renewal term ? 

Mr. Lirver. That is correct. 

Mr. Ruoprs. So there is no cash value, no forfeiture values? 

Mr. Lirver. No. Pure term insurance. 

Mr. Riopes. What about the tax treatment of these premiums 4 Is 
the amount which is paid in by the employer taxable income as far 
as the employee is concerned ? 

Mr. Lrever. Tam not a lawyer. I understand that it is not under 
the present code. J understand there has been a ruling in the last 
6 or 7 days or the last week from the Internal Revenue that any 
dividends or retrospect rate return to the trustee they are construing 
that would be income and there will be quite a court case on that. 
That is the only reference I know on that. 

Mr. Riopes. As far as the employee himself is concerned ? 

Mr. Liever. I don’t think there is. 

Mr. Rroprs. What about the employer ¢ When the employer pays 
the premium is that a deductible expense to him ? 

Mr. Liever. I believe it is, sir. 

Mr. Ruopes. Would you say that the average group-insurance plan 
which you offer has premiums which compare favorably with the 
premiums available for identical coverage in the general insurance 
industry ¢ 

Mr. Liever. I would say, yes, sir. 

Mr. Ruoprs. Would you say that on the average the premiums for 
your plans are higher or lower than they would be for similar plans 
for insurance? 

Mr. Lirver. They would be competitive. 








INVESTIGATION OF WELFARE AND PENSION FUNDS 391 


Mr. Ruoprs. Competitive ? 

Mr. Lrever. Definitely, sir. 

Mr. Ruopes. In other words, you feel that you can take this 
particular group plan and sell it anywhere in the country? 

Mr. Liever. Any company. 

Mr. Ruopes. All of these plans are renewable each year, is that 
correct / 

Mr. Liever. That is right, sir. 

Mr. Ruoprs. Have you ever explored the possibility of devising 
a plan which would last for a term longer than 1 year? 

Mr. Lirver. I don’t think insurance companies will give you that 
kind of program. I think they like to rate them at the end of each 
vear for obvious reasons. If it is a bad loss ratio that 
chance to get an offset. 

Mr. Ruopes. Of course, any insurance contract is a cancelable 
contract anvwavy. 

Mr. Liever. Once they vot one, no mattel how much of a los they 
have they are stuck for 1 year. 


ives them a 


Oo 


Mr. Ruopes. They are stuck for 1 year, but they are canceled at 
the end of the term. I am speaking more of the life phase of it 
rath r than the health and accident phase. Have y ul thought or the 


possibility of issuing the contract to last in excess of 1 year? 


Mr. Lirver. I don’t think I would have any company accept Ee 

Mr. Ruoprs. You don’t think they would take a 5-vear term? 

Mr. Lrever. I don’t think they would because they have to rat them 
at the end of each vear, SIP. 

Mr. Ruopes. Would it have anything to do with the fact that 
actually and in trade usage the first vear commission Is alway ; higher 
than the commission on insurance for subsequent vears ¢ 

Mr. Lirver. I don’t think that has anv bearing on the loss ratio so 
far astheir havi ov jf fora l-year conti et. That is standard practice, 

Mr. Rev DES, You are speaking now as a matter of conjecture, arel t 
you? In other words, that you have never approached any company 
to find out whether or not they would ac cept the risk ¢ 

Mr. Lirever. From my knowledge I don’t believe I would get any 
kind of resumption. So 1 wouldn't waste my time. 

Mr. Ruoprs. This is conjecture. 

Mr. Linver. I have never heard of any. 

Mr. Ruopes. I think that is all. 

Mr. McCape. I would like to follow up with one question. Have 
you ever negotiated or tried to negotiate a contract with the culinary 
workers in Arizona ? 

Mr. Lirver. No, I have no business in Arizona. All those letters 
were all in vain. 

Mr. McC ape. Ilave you ever actually enter al negotiations there ¢ 

Mr. Liever. None at all. That was the last letter. I haven’t heard 
from them in any way, shape, or form. 

Mr. McCapse. Who was it you dealt with there when you tried to 
negotiate that Arizona business! Was that Mr. Baldwin, the inter- 
national representative at Phoenix ¢ 

Mr. Lrever. Who? 

Mr. McCase. Baldwin ? 

Mr. Lrever. No. 

Mr. McCane. I have no further questions. 
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Mr. Wu * Let hie ask one more question. 


I asked you a few minutes ago if all that you were getting now 


recently has been the 1, percent Comm ISsIOn 01 these contracts. 
Your al swer was “Yes, that is all Tam vett no. You cut out the 
so-called surplus cut. \pparently several unions here have advised 
vou that there isso much money due you but asa result of a o0-percent 
cut here is a tenamsters wm on. S4.963. That of course was in 1950. 


It was 50 percent, 
Mr. Linver. You are speaking of the same cases that originated in 


‘ 
I = 


194s, 
Mr. Wier. Here are a couple of cases in September 1954 where you 
ire entitled to a J0-percent return. One of them is the American 


Safety Cable Co. 

Mr. Liever. I have canceled all the contracts, sir. 

Mr. Wier. I am just read Oo what they Sa\ here, Hlere is septem 
ber 20, 1954, Peoria Hotel and Restaurants. 

Mr. Lrever. The company officials will verify that IT canceled all 
those contracts. 

Mr. Wier. Since September ? 

Mr. Lirver. July. 

Chairman McConneui. Mr. Ike Gould, president of the Hotel and 
Restaurant Kmplovees Local 508 and Bartenders Local 1, Atlantie 
City NJ: 

Phere will he mother witness after that because L understand both 
of vou wish to leave for Atlantic City. 

Mr. Longsdorf will illed next. We will try to finish those two 
and we will call that the end of the day. 


] ] 


Will vou raise vour right hand Do vou solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help vou God ¢ 


Mr. (Fo! LD. Yes. Sir’. 
(Chairman McConne.i Mr. Derrickson. 


TESTIMONY OF IRVIN GOULD, PRESIDENT, HOTEL AND RESTAU- 
RANT EMPLOYEES LOCAL 508 AND BARTENDERS LOCAL 491, 
ATLANTIC CITY, N. J. 


Mr. Derrickson. Mr. Gould, for the record, will vou give vour full 


ume and address and position 4 


Mr. Goutp. My name is Irvin Gould, “Ike” is the nickname. Most 
people I they know me call me Ike. If they don’t know me t] e\ call 
me Irvin. 

Chairman McConne.ui. By the time we get through, we will call vou 
Ike, then. 

Mr. Goutp. And then the address, I live on a farm. It is Box 306, 
Absecon, N. J.) Tama chicken farmer. The office is 3 South Missis- 
sippi Avenue. Iam president and business manager of the local and 
president of the joint board which comprises Hotel and Restaurant 
Kmplovees Local DOS and Bartenders Local 1H], 

Mr. Derrickson. You were in that position at the time these two 
funds were established in Atlantic City in 1948 and 1949; were you 
not 


Mr. Govutp. Sir, when you speak of 2 funds, I have heard of the 


2 funds and I t! ink there is a0 erroneous Impression created as to the 
2 funds of the 2 local unions. If ] may clarify that I would like to, 
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especially after hearing Mr. Wier. This insurance fund was set up 
after a negotiating committee of the 2 local unions had met—in ful 
fillment of vour desires, Mr. Wier, there are 5 or 9 of us on the com 
mittee—and we decided after many months of negotiations that th 

is what would be acceptable and it was only acceptable by the union 


negotiating committee after ratification by the membership and 


Was hot just a voice vote, We we re so determined that it should be 


done the right Way and t| ere Was much hesit ition and veneral talk 
of the union menibe rship as to the acceptabil tv ol the fund at that 
time because it Was cOolparat vely new mn LOS, 

It was a new endeavor and new thinking in a way that we had a 
ecret ballot vote as to whether it should be accepted o1 not and it wa 
accepted with a tremendous majority. 

Mir. Derrickson. That was to have the fund and not with respect 
to any particular policy ¢ 
Mir. GQOULD. \s to the policy, again going ilong \ th the think hg 


there Were from Db te of | Was (rving to recollect the exact Ol 
Paliles bids were taken from all of these companies a d vou could call 
them sealed or closed because they were hot ava ible to any ovlhel 
than Mr. Frank Amstutz, of the chamber of commerce. 

Mi Amstutz was the executive secretary of the chamber of com 


hielce and the executive secretary of the Llotelmen’s \ssocintion mid 
he was selected as a cotrustee by the eniployve) 5B group, unicl I was se 
lected by the w Oh group as cotrustee, We took these bids and scru- 
tinized them. 

Mr. Derrickson. I want to get to that in a minute. Before we do, 


mav T clarify this business of two funds‘ Isn't the wavy it is that 
although there is 1 union involved there are 2 policies, that the 1 policy 
covers the union employees and the emplovees oft the associated hotels / 

Mr. (AOULD. Phe reason for that is you see, vou are a year ahead 


of time on that 

Mi. Derrickson. Isn't it true that the first one was between th 
union. Mvoly he the union employees who worked n the associated 
hotels, and after that was set Up, Approximate Ilva vear, there was al 
ot hie I’ pol C\ ssued COVeLrINYg the employees ot two hotels 

Mr. Goutp. I ea bexplaimn that in full, 

Mr. Derrickson. We just Waht to get the pi ture. 

Mr. GouLtp. You want to know why the two funds. 


Mir. Derrickson. We just want to make clear why we are me} 
tioning two policies here. 

Mia. Gounp. I think if vou knew why vou would know why there 
were two funds. oe 

Chairman McConnetui. You tell it your way. 

Viv. GOULD. That s the only Way it can be clar hed, I have a clear 
picture in my mind, Mr. Chairman, and that is what [ want to bri o 
out, that we had the entire hotel group that we had under contract 
n this one fund which is known as the Atlantic City Hotel Employee 
Insurance Fund, and still is. 

In 1949 in negotiations the hotelmen canceled the contract which 
necessitated my people solng out on the street and created a lockout 
or strike or whatever you may call it, and two of the hotels refused 
to go along with the associated group, namely, the Chelsea and the 
Ambassador, and that is why the two funds. 
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From then on, on July 1, 1949, after we had finally gotten together 
with the hotelmen and refined a contract, those two still stayed out- 
side of the associated group, and we had to continue to give those 
aoe the coverage, and we gave them coverage under a fund which 
is known as the Hotel and Restaurant E mployees Local Union 508 
aaa ance Fund, covering the Ambassador and the Chelsea Hotels. 

Mr. Derrickson. That is the reason why you have two funds? 

Mr. Gouup. That is correct. 

Mr. Granam. Could I interrupt for a second and ask whether the 
meeting that you took it up with the full membership was for the 
purpose of negotiating for a trust fund / 

Mr. Goutp. It was for the purpose of accepting the insurance fund, 
the insurance in the negotiations, ratifying what the negotiating com- 
mittee had decided could be gotten at in the negotiations at that time 
because we started negotiating in December and it was then into July. 

Mr. Derrickson. Mr. Gould, how did you meet Mr. Earl Liever? 
When did you first meet him? How did this come about ? 

Mr. Goutp. I was truthfully trying to recollect how Mr. Liever 
got his bid in, and I believe one of our men that was on the field had 
recommended that the teamsters in Reading just had a program pre- 
sented and would I consider a bid from this man, who turned out to 
be Earl Liever. I said, “I am taking bids from everyone because”— 
using the phraseology of Mr. McConnell, the chairman—*I am looking 
for the best benefit for the least expenditures.” 

Mr. Derrickson. Then his name was suggested to you by a man 
in the field. Do you mean one of your international representatives ¢ 

Mr. Goutp. I am not certain. 

Mr. Derrickson. Would you remember whether it was Mr. Ross? 

Mr. Goutp. Probably it was because Mr. Ross is a close friend of 
mine. He is an international representative. He is now our inter- 
national vice president, and he visited with me as a friend, which he 
had even before he was with the international and before I was with 
the international because primarily when I got out of the service 
1 was placed on the payroll as an international representative. Now 
I am on leave of absence with the international since I maintained 
the position I have had. 

Mr. Derrickson. So it may have been hin ? 

Mr. Goup. So it may have been him. 

Mr. Derrickson. What happened next? When did you first meet 
Mr. Liever himself in —— 

Mr. Gou.tp. Again, if I am not mistaken, the first time I met Mr. 
Liever was when Mr. Lie ver—I was going to say Frasch, I think the 
name was—and Mr. Smith, Darrell Smith, and I met him again today 
for the first time in years and I am not certain whether Mr. Ross was 
at my home or not. It is right off a main highway going to Atlantic 
City where we have our home at the farm. They stopped in and 
presented the bid, what they had to sell us, and the worth of it. All 
[ said to them was, “I will ok adly take this to my cotrustee and give it 
all due consideration with these other bids.” 

Mr. Derrickson. Now, this morning you heard Mr. Liever say that 
the bids were presented to the trustees, in the Chamber of Commerce 
Building at a meeting. Were you at that meeting? 

Mr. Goutp. Certainly. 





: 
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Mr. DERRICKSON. And these bids of all these companies were pre- 
sented at that time? Do you recall that? 

Mr. Goutp. Mr. Amstutz, as I told you, was the cotrustee, and my 
self had those contracts at his office which was in the chamber of 
commerce quarters. 

Mr. Derrickson. Were they sent to you by mail? I think in the 
case of the American Casualty they were brought in in person. 

Mr. Goutp. They were brought personally. They were brought 
personally in the ease of the Union Labor Life Insurance Co. They 
were brought personally by agents of two others, and I am uncertain 
now whether the Blue Cross was sent through the mail or presented 
personally, but there were 5 to 7 different bids that we worked on. 

Mr. Derrickson. When they were presented, they were presented 
to you and Mr. Amstutz, the employer trustee, and there were only 
two? 

Mr. Gouin. That is right. 

Mr. Derrickson. You considered them together ? 

Mr. Goutp. That is correct. 

Mr. DERRICKSON. Now, when you considered them, you and the 
other employer trustee determined that American Casualty was the 
company from whom you wanted to buy ? 

Mr. Gou.tp. Yes. The American Casualty was the American Cas- 
ualty pertaining to the hospitalization, and life was the Connecticut 
General Life, because in the picture—not at that time but a little later 
we had a Mr. Niel who was then an executive with the Connecticut 
General Life who presented the cost, the premium cost of the $1,000 
life on the term policy. 

Mr. Derrickson. This analysis and consideration of these bids was 
made by you and Mr. Amstutz ? 

Mr. Gou.p. That is correct. 

Mr. Derrickson. And a decision made by you? 

Mr. Goutp. That is correct. 

Mr. Derrickson. At the time of this meeting you mentioned that 
Mr. Frasch, Mr. Liever, and Mr. Ross came to your house on the way 
down. 

Mr. Goutp. I said I am uncertain whether Mr. Ross was there or 
not. It was Mr. Darrell Smith. Mr. Ross may have been there at 
that time. 

Mr. Derrickson. Was Mr. Amstutz there ? 

Mr. GouLtp. No. 

Mr. Derrickson. Was that prior to the meeting when you and Mr. 
Amstutz considered the bids ? 

Mr. Goutp. Prior to the meeting ? 

Mr. Derrickson. Yes. 

Mr. Goutp. Surely. 

Mr. Derrickson. At that time you had the bids of the other 
companies ¢ 

Mr. Goutp. We did not have them all. I think it was a period of 
several weeks before there was any decision made. 

Mr. Derrickson. What happened at that day at your home? Did 
you go over the bids ? 

Mr. Goutp. They did not see the bids. The bids were in Mr. Am- 
stutz’s office. 

Mr. Derrickson. You did not open any bids that day in your home? 
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Mr. Gou.tp. Thad none. How could I open them / 

Mr. Derrickson. I am just asking you the question. 

Mr. Gouin. I am trying to answer them as emphatically as I can. 

Mr. Derrickson. Then you are saying that that day they came to 
your home, whic hy was prior to the consider: ation oft bi ds by you an al 
Mr. Amstutz, that Mr. Liever—and you say Mr. Smith. 

Mr. Gounp. I believe Mr. Smith and Mr. Frasch. 

Mr. Derrickson. Came to your home and you simply talked about 
what they had to offer? 
Mr. Gou.tp. That is correct. 
Mr. [1 RRICKSON, Yo ul did hot have bids of othe COMIpaAahles in order 


to make any compar isons ¢ 


Mr. Gounp. No, sir. 

Mr. Derrickson. Can you establish what date that was? 

Mr. Goutp. I cannot, sir, because it was sometime in July that we 
consummated the contract, which would give you the legal right to go 
into insurance coverage. So it was sometime in July, probably the 


first or second week. I would not know, because if I am not mistaken, 
it was August 1 of 1948, that the insurance coverage was supposed to 
have started. It could have been June or July because we allowed re- 


ceipts of several months to fO Into the fund to build up somewhat of a 
reserve, 

Mr. Derrickson. Mr. Gould, this discussion of American Casualty 
Co.’s bid which you had that day with those peop le in your home with- 
out Mr. Amstutz, were similar kinds of meetings held with represent- 
atives of other insurance companies that had made bids? Did you 
have other meeetings with those companies to consider what they had 
to offer in your home without Mr. Amstutz ? 

Mr. Goutp. That was the only one that was in my home. I think 
that wasona weekend. 

Mr. Derrickson. Did you have them anywhere else / 

Mr. Goutp. I had them at my office. I believe I had two other men 
come to visit me at my own office with their bids. I conveved them 
to my cotrustee, Mr. Amstutz. 

Mir. Derrickson. Mr. Amstutz was not there ? 

Mr. (rol LD. There Was ho decision made on 1h part. | only took 
their bids and what they had to say with respect to their bringing 
them to me. 

Mr. Derrickson. During any of these discussions ae at the time 
you and Mr. Amstutz discussed these and decided to take the American 
Casualty Co. proposal, did you know what the retention rate anneal | be 

Mr. Goutp. Sir, truthfully, I knew nothing of retention rate. [| 
thought | knew a little bit about insurance because one oft my duties in 
the Army was an insurance officer, and I sold a lot of insurance to my 
men, but I didn’t understand retrospect or any of that that I have 
heard today. 

Mr. Di RRICKSON, Did you know what l ite of commission Mr. Liever 
was going to rece v on that policy ¢ ¢ 

Mr. Gou.tp. No, sir, not at that time. 

Mr. Derrickson. "Did you know anything about the retrospective 
commission agreement which was entered into 1 year later? 

Mr. Goutp. No, sir, not at all. 

Mr. Derrickson. When did you first hear about that retrospective 
commission agreement 4 
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Mr. Gounp. Again refreshing myself after hearing what I heard 
here today, in 1952, one of the very few letters that I ever received 
from Mr. Liever, I received a letter from Mr. Liever which I am try 
ing to recollect now. It was a lengthy letter. I was a little bit teed 
off about it and tore it up because it started off with my request for 
better coverage for my people on surgery, seeing that when we had 
surgery for our people the doctor bills were always SO WU h hig@he 
than what we were able to get from the si hedules I felt ag 


y 


adih vou 
heard of the administration we gave that: that we should be getting 
better coverage. 

Before the new contract came up in 1952, Jim Bruton, who is her 
now, who its the representative I believe he is known as the group 
supervisor of the American Casualty—visited my office and spoke 
about how things were -with the coverage. All I told him was that 
there was one thing that really should be done where previously we 
had increased the rates of hospitalization daily and rates of what the 
doctors would receive. I felt that surgery was obsolete, that it did 
not come any where near to what our people had to pay when they 
went and had surgery and that there was no reason under the circum 
tances why we should not have an increase in that. 

He said, “What do you think ¢” 

I just took a flver. I said, “It should be increased half again. If it 
is $2.50, it should be $3.7 

Mr. Derrickson. It was increased as a result of that / 

Mr. Goutp. No. I am going to say about the time that I hear 
about this. He said, “Well, of course there are other peopl to go nto 
this. I can’t make a decision. I will br he it back to the office.” 

He brought it back to the oflice. I am taking a lenothy time to 
answer the question. You asked what was the first time I heard about 
this, and I told vou about the letter | got teed off about. The letter 
came from Earl Liever. 

Mr. Di RRICKSON. We have the letter here. Wi uld vou mind 1f we 
read it? 

Mr. Gounp. If you have the letter here, it would be easier. 

Mr. Derrickson. That will help you recall it. 

Mr. GouLbp. All right. It was sometime in the late summer of 195 

Mr. Wetrmer (reading) : 


o. 


SAn FRANCISCO, CALIF., September 5, 19 
Mr. Ike GOuLp, 
Bor 6, Absecon, N. J 

De'‘R IKI I have the information that ye desire from our mutual friend 
visit with you, namely, Jim Bruton of America Casualty Co. The picture is 
follows 

As I understand from Jim the desire to increase the present I al sche 
of $150 to a maximum of $225. What you are asking is a 50 percent increase in 
the surgical operation schedule 

You are also asking to inelnde diagnostic X-rays and laboratory expense 
benefits All of these vou ask to include without any increase in the premiut 
charge You appreciate of course there are only so many cents in a dollar 

If we would provide $25 X-ray and laboratory expense in connection with 
accidents or illness without any additional charge to the premium, the loss rat 
hased on the present average, Which is around 40 percent, would jump to approx 
mately 52 percent, or an increase of 12 percent 

To sum up our position in the matter is, namely, that we could provide 
surgical schedule increase to S225 and the $25 X-ray and laboratory with 
definite understanding based on the history of the ase that the loss ratio we 





H3814 4 pt. 2 
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be in the neighborhood of 52 percent. You appreciate of course that this defi- 
nitely narrows the commission involved. 

At the present time my retroactive commission agreement is based on the 
difference betwe incurred losse d 624% percent of the premium and in which 
loss ratio is around 
atio of 40 percent and 





I share 50 percent of profits Assuming that the present 





40 percent, I receive 50 percent of the difference, a loss 


62). percent; in other words, approximately 11 percent of premium. 
Now here comes the rub: If we give you those two benefits without any increase 
in the premium the loss ratio would run up to 52 percent and I would share in 


1 


50 percent, which means 5214 percent paid out in losses and 6216 maximum per- 
missible loss ratio. This would necessitate quite a cut in the profit at the end 
of the year. However, if you feel the benefits are necessary for you to give, we 
would still make a little profit and the difference between 521, percent loss ratio 
and 621% percent maximum permissible loss ratio, which is a little over 10 per- 
cent I would then share in 50 percent of 10 percent, or approximately 5 per- 
cent of premiums would be to the commissions at the end of a year. 

If you ask my suggestion I would like to include only the increase on the 
surgical schedule for this year and see how it Operates and include the diag- 
nostic X-ray and laboratory next year. However, this is entirely up to you. 
Please let me know immediately as renewal dates of the policy have since past 
and if you were to include the additional benefits we must act quickly. 

Trusting this letter finds you and your wife well, I am, 

Very truly yours, 
Earvu Liever, INc., 
Eart Litver, President. 

Mr. Gouup. That is why I was teed off. After hearing this today 
I am a little more disturbed, because at the luncheon recess I asked, 
“Is there any way that we trustees can sue you for retroactive retro- 
spect” / 

Mr. Derrickson. Mr. Gould, when you got this letter, or even after- 
ward, did you have any idea of the amounts of money that were in- 
volved in this? 

Mr. Goutp. No; if I did, you would have heard from me. 

Mr. Derrickson. Did you ever find out ? 

Mr. (OULD. Nothing: never did. 

Mr. Derrickson. Did you think of trying to find out? 

Mr. Gou.p. No; I really did not. I have many responsibilities in 
my work, and at that time I was really in a red hot one pertaining to 
trade unionism. 

Mr. Derrickson. As a result of this letter, what did you do about 
these increased benefits? Did you take Mr. Liever’s suggestion ? 

Mr. Goutp. No; I immediately called Jim Bruton in Reading and 
T said, “You give us all the coverage that we can get and no stories 
about what that guy out in California is trying to tell us.” That is 
just about my exact words. 

Mr. Derrickson. In other words, you made your decision what you 
were coIng to demand regardless of how It would atlect Mr. Liever’s 
commissions 4 

Mr. Gouxup. I was not concerned with Mr. Liever’s commissions. 
As a matter of fact, if I had taken the time to truly study it out, I 
would have gone into it a little deeper. 

Mr. Derrickson. You could have gotten a lot more. 

Mr. Goutp. I could have gotten a lot more for my people; that is 
right. 

Mr. Derrickson. Did you ever discuss this with Mr. Amstutz? 

Mr. Goutp. It was not Mr. Amstutz, it was Mr. Longsdorf. 

Mr. Derrickson. Did you ever discuss this letter with Mr. Longs- 
dorf in terms of your responsibility to find out what the best deal you 
could get for the workers? 








———— 
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Mr. (701 LD. | am uncertain as to just how it was done because the 
relationship between Mr. Longsdorf and myself has always been a 
good ohne and we hac been frie ds pl or to either one of us bein 9 
connected—when we had anything to discuss we discussed it in a 
informa] Way wre tried to come to a happy conclusion or solutio 
I do not be lieve that ever came up. 

i’, me RRICKSON. You did not not realize that you might have been 
able to get this information from the insurance company and recor 
sider t ¢ ; 

Mr. Goutp. No; no more than if I had purchased anything. I 
would not have asked a man what he made on it. 

Mr. Derrickson. You were aware of the fact of how much premium 
you were paying each month for this policy y, were you not ¢ 

Mr. Goutp. Certainly. We work it this way: I handle all the claims 
that come through my oftice. Of course | have my peo} ple in the office 
that assist me with it. The receipts that come for the payme nt of the 
insurance fund from the emp loyer goes to Mr. Longsdorf’s oflice and 
he with his workers makes the proper deposit and bookkeeping of 
and they make out the checks for disbursements. Then we go over 

t, Mr. Longsdort and myself, and we cosign the checks for disburse 
ment. All of the claims are handled through my offic ‘e, the employees’ 
claims, and we carry a case file on each and eve ry claim right from its 
inception ; as to when it was sent, as to the type of illness, and the doc 
tors and bills and all. We send the bills 

It was asked if we wanted to handle the checks in my oflice to make 
the payments of the claims, and I said I would prefer to have the 
claim department of the American Casualty handle it because I be- 
lieve that the 1 or 2 days of waiting that was necessitated because of 
the mailing in the interim, my peop le could wait for that. We send in 
the itemized bills, the claims, and they in turn send us the checks made 
out to the claimant to me in my office. 

Mr. Derrickson. Mr. Gould, with that kind of setup, both you and 
the em} loyer trustee were in a position to know how much you were 
remitting monthly to the insurance company to buy this coverage ? 

Mr. Goutp. Absolutely, because every month we made out our 
checks in payment of the premium. 

Mr. Derrickson. You also were in a position to know, since every 
claim when through your office, the amount of claims that were being 
made? 

Mr. Govtp. Absolutely. 

Mr. Derrickson. You were in a position to look at both and get 
some idea of what you were getting for the money you were spending 
for your workers? 

Mr. GouLpb. Within a month I eould g0 to Mr. Longsdorf’s office or 
he could come to my office and we would have it at our files. 

Mr. Derrickson. Were you aware that in August 1953 you had paid 
over over $139,000 in premiums and that you had collected and paid 
through claims just slightly over $41,000 ¢ 

Mr. Govu.tp. No; I was not aware as to the exact amount, sir, but I 
knew from the way we carefully administered our fund and the way 
the claims were administered that they had to be right on the up and 
up and legitimate. 
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Mr. Derrickson. You never made that comparison of how much 
you were collecting and compared it with how much you were paying? 

Mr. Goutp. No, sir. 

Mr. Wier. What do vou have, a checkoff with the hotel association 
and the two hotels / , 

Mr. Gouup. Sir. we have a voluntary checkoff. 

Mr. Wier. What do you mean, a “voluntary checkott™ ¢ 

Mr. Govuup. If the employee W ishes to have his union dues checked 
off, he may have them checked off. 

Mr. WIeER. I am not talking about dues. Let us talk about this 
welfare fund. 

Mr. Govuwp. It is the insurance fund you are speaking of! 

Mr. Wier. Yes. 

Mr. Gocip. The insurance fund, sir, 3 percent of the payroll of the 
union employees is paid into the insurance fund. 

Mr. Wier. If I am working at the Ambassador Hotel as bartender, 
getting $55 a week, what percentage of that is deducted from my 
855 a week ? 

Mr. Goutp. Nothing. 

Mr. WHER. Management otfered an increase a d vou made that to 
welfare money. W hat is that. 5 cents or 7 cents / 

Mr. Govutp. It was 3 percent of payroll. The reason for that is, 
we have over 40 categories of workers, diiferent categories, and we 
just went into percentage. We do not get paid on an hourly base. 

Mr. Wrer. Bartenders get paid on a weekly basis / 

Mr. Govuup. Yes, sir. 

Mr. Wier. The waitresses get paid on an hourly basis? 

Mr.Gountp. No.sir. We work ona weekly basis. 

Mr. Wier. What would the cost of a 855 worker be if they had a 
choice of taking a wage increase or perm tting this pavrol] deduction / 

Mr. Wier. Three percent. 

Mr. Goutp, Of their weekly wages? 

Mr. Wier. Yes. 

| 


Mr. (FOULD. That is What I was try neg to get at, what the workers 





were paving for this insurance. 
Mr. Wrer. As you say, that vear it was in lieu of salary increase. 
Mr. Locas. Does this apy} ly to both union and nonunion workers 4 


Mr. Govrp. It did not apply to nonunion workers until we had 


the strike and our people went out in 1949.) Then the employer felt 
very paternal Stic and felt that the. nonunio el iplovees should be 
wst as W 1] covered as the union, and also the felt v here they can 
celed the contract that they had no more union there—if I am not 
mistaken—that thev also covered our union membership with that 
same coverage for several months. There in the interim of renego- 


tiating for a new contract there was that vacuum where those people 
that were union members, emplovees, had double pavments made and 
double coverage. As I re! emb r. J bartende ! one of our covered 
hotels rece ved life nsurance from the 2 poli e tliat were made, 

Mr. Tac AS, You have not answered by questio. 


Mr. (ZOULD. From that time on they conti ued to keep their non 


Wwno} emplovees, the wi] Te-c¢ llar workers, covered under the pre 
Fr? T am Falean thay , lm og ; 
With. if I im not mistake , they ony | premium cost, not pel 
tage of premium. There Sno reserve f 1} ra dey oped. It is just 


aid 01 the premium. 
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Mr. Lucas. In other words, one may go to work in a hotel in 
Atlantie City an don that day he will become covered whether he is 
union or nonunion 4 , 

Mr. Goutp. No. That is another question you are asking, is that 
correct, as to when they became covered / 

Mr. Lucas. I am vetting around to it. When does a man become 
CON red / 

Mr. Gouup. After 90 di iys of e mployment. 

Mr. Lucas. Whether he is a member of the union or not’ Tf I an 
a member of a union in Miami and come up to work in Atlantie City 
in the summertime, I would not be covered, although I was a member 
of the union ? 

Mr. (FOULD. That is correct, because that Is the Wavy we worked 
7 n Atlanti 
( it\ that the emp lover pays > percent of their emp rloyees for the 
period af'8 or 10 wee ks they may work in the peak period. Like now, 

have about 90 percent of our people laid off, and they will be, 
eos of slow periods, with the compensation of the holid L\ nye 
tion of hed 

Mr. Lucas. Will they be covered now ¢ 

Mr. (ZOULD. The “y W il] be cove red, 

Mr. Lucas. During your peak period, Mr. Gould, most of your 
employees are not cove ‘red because in your peak period most of youl 
employees are transients who have come in? 

Mr. Goutp. Your percentages are wrong. During the peak period 
we may have 15 to 20 percent transients. There will be a MMUINOVITY 
that are not covered 


out mathematically, because we have SO much lavoftl time 


Mr. Lucas. But the employer is paying 3 percent of those wages 
into this fund 7 

Mr. Gouin. That is correct, and he understands that. He is paying 
it to take care of his ste: ady emp loyees that are our members during 
that slack period of time when they are on the street, not receiving 
any wages whatsoever on unemp sloyment ie np and they are 
still cove este unless they are abs olute ‘ly terminated as an employee. 

Mr. Lucas. So youar Gaines glcacmeng alt Gus doudiliante those who 
come in a do not eoek 90 days or helping support those who stay 
all year around 7 

Mr. Gouin. In am not saying we are taking advantage when the 
union who is maintaining the year around is doing the job for them 
and bringing their conditions and wages and everything up for them. 
I think that is wrong phraseology on your part, if I may say so, Mr. 
Lucas. 

Mr. Granam. Could I rephrase that? A transient coming up there, 
a member of the union, actually receives less money than a man work 
ing up there. In other words, that 3 percent. 

Mr. Got Lp. You mean in actual recompense or because of the steady 
ase iy getting the insurance coverage / 

Mr. GranaAm. Is the paycheck of a transient union member coming 
up and working for the summer the same as the other fellow 4 

Mr. Goutp. That is correct. 

Mr. Granam. He does not get the 3 percent in heu of what the 
others do? 

Mr. Govutp. He would if he were there for a 90 day period. iy if 
has to be that period. It would be financially unsound to be able t 


) 
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ibsorb them right from the start, especially—I do not think we have 


} ] : x 1 ] . 
it we have +) weeks of steady employment We would be very 


hort ite 1? the year, 
Mr. Ruoves. For this insurance you pay a certain amount per head, 


| \ +? 
M9) VOU : 


Mr. Gou.p. Wi pay pe! l ves, r. 1Or eve one t il covered, 

Mr. Rruopes. By the week ? 

Mr. Goutp. On at onthly premium. 

Mr. Ry ES. Now these people t ( red Tor JU days, you 
no premium for 

Mr. Gounp. No, sir; that goes int 


Mr. Ruopes. VW { { it resent time? 


Mr. Gout. I am trving to recollect. Mr. J lorf and myself 


t | kk {it over wl \ yot th ‘ ites Dack | think it 
1! it round sil erve ] 
Mr. Reoprs. In othe rads, t esel O\ and above the 


Mr. Govip. Here \ ppens: For e, tha how—we 


\\ ri toa sie rye { ere ( n. We will get a little on 
New Year’s weekend probably. then we | not have anvthing 
| Palm Sunday. Easter, | ause there are Oo ly 1 or 2 small 

Ce vr “J re) } premium paid for thos people 

! Oo} de} ad ie ely Ve . Vel \ ln cl off and On the 

( No money r( ne oO | € fund. It k 1 period our fund 

Mr. Ruopes. Who do you consider to be steady emplovees ? 

Nia Grol ia>. A stead ( npl e \ 0 | is ee] employed for 
90 days or over and is considered a steady emplovee that will be called 
back LO work withnout an vabsotute ter nation of employm nt. 

Mr. Ropers So that anvbod\ who 5 yustl laid off, 14 he has been a 
member of the union for 90 days— 

Mr. Gourtp. Tam not a member of the union, but an emplovee. The 
contract calls that in accordance with the contract they must become 


members of the union. 

Mr. Ruoprs. You pay his premium during the time he is laid off? 

Mr. Goutp. That is corre 

Mr. Ruopes. suppose he leaves the Atlantic City area and goes 
elsew ere / 

Mr. Goutp. If he is not available for work, then it is an absolute 
terminatio) 

Mr. Ruopres. That must be rather difficult to administer. 

Mr. Gounp. It certan ly IS. It takes the police department, and 
sometimes I wonder how we do it, to vo into the physi ‘al setup of 
rosters 

Mr. Lecas. Suppose a man works 90 days in the summertime in 
Atlantic City and gets inside your coverage and goes to Miami and 
works in the wintertime. He has his coverage in Miami? 

Mr. Goutp. When his work is terminated, whether he leaves on his 
own aceord or whether he is out. if he is out definitely, if he goes to 
Miami, then he is not. ay ulable to work there. Is that correct, sir? If 


he is absolutely terminated, then his coverage is also terminated 30 





rer 
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days thereafter for life insurance within the lf ul iws and 
with the casualty that is it. 

Mr. Grauam. Are the permanent employee and the member in your 
local pract cally the same / In other word ( Lone) { Or % r 
local consi1aered permrane il emp ver 

Mr. Goutp. Not necessarily. [mean we find f1 time to time that 
a department head breaches his contract and brings somebody in to 
work and they work 90 davs. Wi ec] oO ft . t 1 l 
port Mi Long dorf and my lf ind \ i ( { they ve 
breached the contract and had th employes \\ KING Tol le YO Gays 
and li hota union emiploye 

Mr. Granam. By and large, aren't all of the bers in good 
standing of your local unio 

Mr. Gounp. That would be covered under that coverage, or 1f they 

not to be covered u er the union contract, t fl am ne 11S 
taken they are covered under the nonunion contra 

Mr. Granam. What Iam trving to determin ; thy keeping 
track of these, a member of another local who orking there is, by 
and lare@e. co dered a trat ent en pl vee COMIINE \ orking ona 
permit, I do not know how you WOrk It, 

M . (FOULD. Lie « nila Pring lla travellhg ira Ory t \ e we area 
resort within o r constitution, they can work on a wo) permit so that 
any benelits t eV may ave derived from ce { tv OL me ‘} pin 


the ster local they can cont me 
Mr. Granam. On the other hand, all of the members in good 


Standing of you! locals are what VOu ¢ Ul permane t emplovees / 

Mr. Goutp. They would not necessarily be permanent employees of 
the hotel eroup; No. ee 

Mr. Derrickson. Mr. Chairman, I have t a few more questions 


of this witness. I will try to expedite them. 
Mr. (ve uld. IS this hot the true pietiure, then, t | it over the pel od of 


time that you have had this one policy i etiect, th me f a involving 


ald S139.,000 in premiums for in- 


the assoc inted hotels, that you have | 


surance and you have accumulated a reserve of $11,000, as you just said, 
which amount to a total of $150,000 or more, and that out of that 
vour members have collected $41,000 worth of benefits. Is it not true, 


then, that if vou did hot have this plan al l you had evrol ated 1 S 
amount of money to be paid to the workers as Wages, that as a group 
they would have gotten SLOO.O00 more in wages ¢/ 

Mr. Goutp. Do you have insurance? 

Mr. Derrickson. Of course I have insurance. But Iam asking vou 
if that is not a fact. 

Mr. Goutp. That is insurance, sir. I am usine vour fig Q. 
000, that you are contending was paid in premiums. Also, that the 
claims that were paid were $41,000. 

Mr. Derrickson. I am not trying to get you to say whether it is 
good or bad and you have a right to buy insurance as a group or as an 
individual. Iam only asking you if it is not a fact that if you had 
negotiated for wages rather than 8 percent insurance fund that they 
would have received $100,000 more in wages as a group. 

Mr. Govutp. Then the inference is, if I may say so—you know, when 
you read this stuff cold it is a little ditferent than when we are talking 
here. The inference is that if in those negotiations we were roing 
to go along without the insurance fund which our people direly need 


ires, S139.- 
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in Atlantic City, and it has proven itself, that those people would have 


votten that. That is not true. 
Mr. Derrickson. Tam not saving that. Let me put it another Way. 
Supposing voi had nevot ated this plan and you had mace it self- 
suring. Then you would have had $111,000 in your trust fund for 


the members rather than $11,000. 

Mir. Gor LD. You mean if we had har dled it ourselves. I don’t mind 
telling vou that we hy ive a | ttle thing tliat happens our local union 
that we inherited from when it was a small local with a handful of 
people where they rece ved, afte they were il] for 2 weeks: they 
were il] 1 week asa orace pel od: the second week on for 8 weeks they 
rot S1lOa week It is noth ng other than a sickbed fieht and, boy, that 
taps us out all the time. IT would not want to take that gamble. It is 
finery ally unsound. ‘| hat IS whiy Insurance Companies have SO much 
money. 

Mr. DERRICKSON. You ought to know something about it after today. 

Mr. Gounp. I certainly will, I hope. 

Chairman McConne i. I might say that these things are matters of 
judgment, of course. 

Mr. Goutp. Yes. Going again to the next vear, 1949, where man 
agement in negotiations wanted our people to give a 10-percent reduc 
tion and we asked for a 10 percent increase, that is in 1949 when every 
getting increases, and we are one of the lowest paid industries 

he country. I can almost say that without exception, and 
it under the leadership that they had in their negotiating 
committee to cancel our contract and put my people out on the street. 
Where could we fo then ¢ ( ould | spend that which we did receive / 

Then after renegotiating and bringing our people and spending 
thousands of dollars that we had in the reserve fund in our local union 
that we developed since T got out of the service until 1949, with new 
initiations and new membership, $25,000, We had to spend that: broke 
our local union, spent much money of our international union before 
we were able to get a contract with no increase in 1949. 


hodyv was ¢ 
of any nt 
they iw | 


So then you ask me what would we do with that 3 percent. They 
were not going to give us any mncrease. 

Mr. Derrickson. I did not mean to ask any question to bring forth 
that answer. 

Mr. Gouup. In negotiations it is not an easy thing to say vears later 
that you could have gotten this or vou could have cotten that, you 
could have gotten the other thing. This past vear after negotiating 
for 6 months, with threats of strikes and everything else, we got ad 
percent Increase across the board. 

Chairman McConneuy. [might say for your enlightenment on this 
whole thing that I do not think it is a question of us trying to be 
Monday morning quarterbacks. What we are trying to learn here 
is Whether the unions running the funds themselves mieht be better 


off than going to Insurance companies. 

Mr. CPOULD. From what ] have heard here if certainly would because 
under the administration of Mr. Longsdorf and myself we do not 
charge anything off. I donot think we run into one-half of 1 percent 
for administration cost. 

Mr. Derrickson. Tam sure you don't. IT would like to say I exam- 
ined the books of these two funds, and I believe that the cost of admin- 
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istration at the Atlantic City offices of Mr. Lonesdort and Mr. Gould 
are as low as any in the country and lower than they should be because 
they do not cover the expenses. 

Mr. Gounp. That is right. 

Mr. Derrickson. IT have just one more question. 

Mi. (FOULD. excuse me for being SO emphatic. 

Mr. Derrickson. | realize your feeling about this and your interest 
in the workers. Our interest is the same. We are trying to get the 
facts. 

Mr. Gouup. | understand. 

Mr. Derrickson. Mr. Gould, you have two funds, as was explained 
a few minutes ago. On the one fund you and Mr. Longsdorf are the 
trustees. 

Mr. Gouup. Yes, sir. 

Mr. Derrickson. On the other fund involving the Chelsea and 
Ambassador Hotels, you and Mr. Richards are the trustees. 

Mir. Gouup. Secretary treasurers. 

Mr. Derrickson. There is no employer trustee involved in that 
fund ¢ 

Mr. Goutp. No, sir. 

Mr. Derrickson. Will you explain why there is not an employer 
trustee in that fund ? 

Mr. Goutp. Yes: because when we first took over the Ambassador 
ind the Chelsea in the insurance fund, the management of those two 
hotels said, “We have implicit faith in you, Gould, we don’t want to 
have anything to do with the fund. You will handle it.” And that 
isthe way our contract is written up. 

Mr. Derrickson. Were you aware of the requirements in the Taft 
Hartley law as to joint trusteeship regarding these funds ? 

Mr. Goup. I certainly was, or we would not have insisted upon it 
and the associated group. If I am not mistaken, we are not covered 
under Taft-Hartley in intrastate. 

Mr. DERRICKSON, Were you ady ised by an attorney that it isthe fact 
that you were not covered by Taft-Iartley ¢ 

Mr. Gouup. In our constant negotiations that has always been one 
of the buenboos as to whether we were or were not. We never have 
been accepted by Taft Hartley. 

Mr. McCase. You are talking about a decision where the Labo 
Board said it would not assert general jurisdiction over your industry. 
What Mr. Derrickson refers to is a completely separate part of the 
Taft-Hartley law which imposes criminal penalties for money pay 
ments under certain conditions. These welfare-fund payments come 
under that separate category. 

Mr. Gouup. If that is so, 1] was not aware of it. If it were, I cer 
tainly would have taken that position because I have never had ocea 
sion to get into any involvement where I would have that. Then my 
past records and my life and my ways of life would prove that. 

Mr. Derrickson. Did you ever receive from Mr. Liever or the 
\merican Casualty Co. any money or gifts directly or indirectly with 
respect to your participation as trustee in this fund / 

Mr. Gouwp. I heard what Mr. Wier had to Say and I have heard 
what Mr. Liever has had to say. Literally and figuratively, all we 
ever received was one can of Biely’s Better Pretzels from Reading, 
Pa., every Christmas. My girls used to scramble for it. 
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Mr. Derrickson. Thank you, Mr. Gould. 

Mr. ( hairman, I hav no more questions of Mr. Gould. 
Chairman McConnetu. Thank you, Mr. Gould. 


The next witness is Mr. Lonesdorf. 
Raise your right hand. Do you solemnly swear that the testimony 
vou will give before this committee will be the truth, the whole truth, 


and nothing but the truth, so help you God ? 


Mr. Lonesporr. I do. 


TESTIMONY OF D. M. LONGSDORF, DIRECTOR, ATLANTIC CITY 
HOTEL ASSOCIATION, ATLANTIC CITY, N. J. 


Mr. Derrickson. For the record, will you give your full name and 
address and position ¢ 

Mr. Lonesporr. My name is Daniel M. Longsdorf. Iam personnel 
dire tor of the Associated Hotels. My home 13 19 North Wissachick- 
son Avenue, Ventnor, N. J., and my office is 29 South Kentucky 
Avenue, Atlantic City, N. J. 

Mr. Derrickson. You were not a trustee at the time these funds 
were established, were vous 

Mr. Lonasporr. No, sir. 

Mr. Derrickson. You became one later. Will you give us the date 
on which you became trustee? 

Mr. Lonesporr. June 1, 1949. 

Mr. Derrickson. Will you explain to the committee briefly what 
your participation is in the administration of this fund? 

Mr. Lonesporr. Of the union insurance fund? 

Mr. Derrickson. Yes. 

Mr. Lonesporr. The hotels mail their checks to me of the 3 percent 
which they derive from the payroll, and they pay 3 percent of the 
wage scale, not of the earnings. Those checks are mailed to me and 
J deposit them In the Boardwalk National Bank. The bookkeeping 
is kept in that office. It is accounts receivable and payable. 

Mr. Derrickson. The bank account of the trust fund is in the name 
of the trustees, which are you and Mr. Gould, and you cosign all 
checks ? 

Mr. Lonesporr. It is in the name of the Atlantic City Hotel Em- 
yloyees Insurance Fund. 

Mr. Derrickson. The expense involved in your office amounts to 
about $50 a month? 

Mr. Lonasporr. Thirty dollars a month. 

Mr. Derrickson. Is that the only expense you charge against this 
fund? 

Mr. Lonasporr. Positively. 

Mr. Derrickson. That pays a secretary in your office for handling 
all the books involved ? 

Mr. Lonesporr. Yes. We figure it takes about 30 hours of her 
time a month, and we give her a dollar an hour. 

Mr. Derrickson. I would like to say again for the record, as I 
said to Mr. Gould, and as I told you when you reminded me this 
morning, that the operation of that office is excellent and vou should 
be commended for it. 

Mr. Lonesporr. Thank you, sir. 

Mr. Derrickson. I want to say that now for the record. 
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Mr. Lonesporr. Thank you. 

Mr. Derrickson. Were you ever aware of the retention rate that 
the American Casualty Co. had on this case ¢ 

Mr. Lonesporr. No, sir. 

Mr. Derrickson. Were you aware of the amount of Mr. Liever’s 
commission ¢ 

Mr. Lonasporr, No, sir 

Mr. Derrickson. Did you know about the retrospective commission 
acreement ¢ 

Mr. Lonesporr. No. sir. 

Mr. Derrickson. Did you ever try to find out what Mr. Liever got 
out of this? 

Mr. Lonesporr. No, sir. 

Mr. Derrickson. Did you ever compare the $139,000 that went for 
the premiums with the $41,000 that came back in benefits and consider 
whether or not you were paying a proper price for what you were 
buying? 

Mr. Lonasporr. The amount of premiums I was aware of, yes, sir, 
but not of the claims paid; not of the amount of money paid in 
claims. I was not aware of that fact. 

Mr. Derrickson. You did not know that? 

Mr. Lonasporr. No, sir. 

Mr. Derrickson. Will you explain why you did not know it? 

Mr. Lonesporr. As Mr. Gould told you, those claims were author- 
ized through the union office, not through my office. The amount of 
money paid in claims goes through the union office, not mine. 

Mr. DrrRICKSON. Do you believe that because you have that method 
of administration that you as trustee had no responsibility in knowing 
the overall picture ¢ 

Mr. Lonesporr. It is a union contract, sir. I did not think it was 
in my administration that I should involve myself in union-member 
ship agreement. We made deals to have all claims paid directly 
through the American Casualty Co., and the drafts or checks come 
to the union office, not to my office. 

Mr. Derrickson. Are you saying that you as a trustee of this fund 
representing the employe rs, had no responsibility in what is bought 
and what the return is for the money paid? 

Mr. Lonasporr. Yes; that way. 

Mr. DERRICKSON. In that case wouldn’t this be an important con- 
sideration for you as one of the trustees ? 

Mr. Lonesporr. As to the amount of money paid in claims? 

Mr. Derrickson. Yes. 

Mr. Lonasporr. I don’t think so. 

Mr. Derrickson. If you did not know that, how would you know 
what you were getting for what you were spending? You knew 
what you were spending ?¢ 

Mr. Lonesporr. That is right. The only thing I can answer you, 
Mr. Derrickson, is that it is an insurance risk; that is all. 

Mr. Derrickson. And no matter what the experience Was, you fee] 
that this was perfectly all right ¢ 

Mr. Lonesporr. I would not say—after hearing what I heard today, 
T do not agree on that; no. 
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Mr. Derrickson. Did it ever accur to you that perhaps this fund 
might be entitled to some dividends or expense refund as a result of 
the experience ¢ 

Mr. Lonesporr. I would not say a cash return; no; but I would say 
in better benefits. I would Say that the employees should get better 
benefits. If there was a surplus accumulated as profit between an 
Insurance company, some type of refund should come back to the 
employee in the case of better benefits. which we did receive on two 
different occasions. 

Mr. Derrickson. Do you know Mr. Liever é 

Mr. Lonesporr. No, sir. I met him once in Atlantic City about f 
vears ago in a casual way, and here today. That is all 1 know Mr. 
Liever. 

Mr. Derrickson. No discussion of your fund or how it was going? 

Mr. Lonesporr. No. I never received any correspondence from him, 

Mr. DERRICKSON. Mr. ( ‘*hairman, I have no more questions. 

Mr. Wier. What part did you play, representing the management 
what interest did you display when it became known to you that this 
contract had been entered into with the American Casualty Co, ? 

Mr. Lonesporr. I was not interested any way at that time when this 
contract was made with the union and American Casualty. I came 
into the picture 1 year later. 

Mr. Wier. And management had no voice in how and what kind of 
contract was entered into ? 

Mr. Lonesporr. Mr. Amstutz was in there at that time. I replaced 
Mr. Amstutz. 

Mr. Wier. That is all. 

Mr. Granuam. Mr. Longsdorf, what service has Earl Liever ever 
rendered your fund to your knowledge since he has sold the policy ¢ 

Mr. Lonesporr. None that I know of. 

Mr. Granam, Thank you. 

( hairman McConn} LL. This VW il] conclude the hearings for today. 
We will meet tomorrow at 10 o'clock. The first witness will be Mr. 
Darrell Smith and then Mr. James Bruton. As far as I know. we 
meet right here. 

The hearing is adjourned until 10 a. m., tomorrow. 

(Whereupon, at 5:35 p. m., a recess was taken until 10 a. m. Tues 
day, November 30, 1954.) 
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(Washington, D. ¢., and Atlantic City, N. J., Areas) 


TUESDAY, NOVEMBER 30, 1954 


Houser or REPRESENTATIVES, 
COMMITTEE ON Epucatrion anp Lapor, 
SPECIAL SUBCOMMITTEE ON INVESTIGATION OF WELFARI 
AND Pension FUNDs, 
Washingto) ; 2. / 

The special subcommittee met at 10:20 a. m., pursuant to recess, 1 
room 445—A. House Office Building, Hon. Samuel IK. MeConnell, J1 
(chairman of the subcommittee), presiding. 

Present: Representatives Met onnell, Bos h. Rhodes, Lueas, \W er. 
and Miller. 

Present also: John O. Graham, statf director: Edward A. MeCabe. 
general counsel: L. M. Weltmer, assistant general counsel: Russell C. 
Derrickson, chief investigator; Carmine S. Bellino, special consultant, 
and Raymond C. Cole, Jr., special investigator 

Chairman McConneui. The hearine will please come to ordet 

The committee plans to have two men on the stand at the same 
time, and I understand that one will, you might say, complement the 
other in that one knows the figures of certain transactions and thi 
other knows certain parts of the arrangements that have been made 
hn the past in connection with the American Casualty Co. At this 
time I would like to have step forward Mr. Darrell Smith, vice pres 
dent of the American Casualty Insurance Co., and Mr. James Bruton, 
the group insurance division manager. 

Gentlemen, raise your right hands. Do you solemnly swear to tel 
the truth, the whole truth, and nothing but the truth, so help you Go« 

Mir. SmurH. I do. 

Mr. Bruton. I do. 

Chairman McConneui. Mr. Weltmer, proceed. 


TESTIMONY OF DARRELL SMITH, VICE PRESIDENT OF THE 
AMERICAN CASUALTY INSURANCE CO., READING, PA 
and 
TESTIMONY OF JAMES E. BRUTON, SUPERINTENDENT OF THE 
GROUP INSURANCE DIVISION OF THE ACCIDENT AND HEALTH 
DEPARTMENT OF THE AMERICAN CASUALTY INSURANCE CO 
READING, PA 


Mir. Weurmer. Mr. Smith. for the record. will you please state 
full name / 


Ma. Satrvu. Darrell Smit 
Mr. Weermer. And your address / 


} 
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Mr. Smirn. American Casualty Co.. Re pad ng, Pa. 

Mr. Wev_rmer. And your title and jol 

T an = : } . ° 

Mr. SmirH. Vice pre dent. I have charge of the accident and 


healt} department. 

Mr. Weirmer. Mr. Bruton, will you do the same? 

Mr. Bruton. James E. Bruton. My home address is 1307 Walnut 
Street, Reading, Pa. I am the superintendent of the group division 
of the accident and health department of the ——— Casus alty Co. 

Mr. We_rmer. Mr. Smith, would you give us a general background 


of these group cases with American Casualty and aoe they started 
and how the company got into this type of business, and so on, please? 

Mr. Smiru. Our company is a multiple line casualty company. 
Our accident and health b usiness, while we started writing it in L902, 
we were very small writers in the business. In 1943 we decided to 
expand and see if we could grow in the accident and health business, 
at that time I went into that department from another department of 
the company. I would assume that our first group was probably 


written about 1945 or 1946. I think probably it was 1945. 

We wrote a group in Connecticut, and then we wrote a group here 
and there. Pretty soon we were just getting into the group business, 
That is about the way to put it. I would say at the time that the 
risks that seemed to be under question here were written we were still 
relatively new in the group business. 

Mr. W ELTMER. Would you explain to the committee generally what 
the | oliey at American Casualty is on paying commissions on these 
group policies? How do you arrive at a figure 4 

Mr. Smrrn. There has been a change in that over a period of time. 
When we started we started with somewhat of a theory that we could 
take each risk on its own, by itself, and that if a risk was a particularly 
gone one it probably woul ld justify a little higher commission or was 

orth more to us than one that might be a poorer risk or that had 
some bad attributes. 

At first we did do more or less individual rating as to rates and 
individual determining of commissions. That has now been changed 
and we now operate under what I think you could call a standard 
commission scale. You have seen the scale that we now have on file 
with various insurance departments. 

Mr. We_rmer, About retention rates, would you tell the committee, 
please, generally how you arrived at a figure on these retention rates ? 

Mr. Smiru. Well, retention to start with is not necessarily a general 
practice. I would say that we have very, very few risks where we 
have any type of agreement as to the amount of retention we shall 
retain, or the amount of any dividends or retrospective adjustment 
that we will make. Certain risks, yes. That is a practice, as I see 
it, that has essentially grown up within the past 5 or 6 years. 

I would say ~_ ¢ or 8 years ago the word “retention” was never 
used and you didn't hear of it. But as group insurance has grown, 
and it has grown very rapidly, purchasers of it have become very 
avid to get the best which the "y can get for themselves. Then some- 
body probabl y came up with the idea, or a company, in order to get 
a particular dik, said, “Here, we will only keep so much of it.” Then 
in discussing that, they used the term “retention.” 

Allright. That idea was picked up by the next person, and pretty 
soon we have grown into a p ylace whe re the ‘re 1s a great deal of talk 
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about retentions. As far as a definite formula is concerned, we have 
none. We have very few risks where we have such a thing. In certain 
jurisdictions of the country now you are not allowed to have it. 

Mr. WELTMER. We will go nto that a little later. I would like to 
read a letter dated November 2, 1954, to me, Mr. L. M. Weltmer, 429 
House Oflice Building, Wachianios 25, D. C 


DEAR MR. WELTMER: My delay in writing you since your visit in Reading has 
been due to my absence from the city. 

Retentions under a group policy are normally figured on the following basis: 
Taxes, 2.5 percent; loss adjustment, 3.0 percent; general expense, 2.5 percent; 
and acquisition and field expense, 2.5 percent. 


To this 10.5 percent is added the commissions, any special contingency factor 
which seenis to apply to the particular risk, and a profit factor. 
There are cases where the expenses for loss adjustment, or for installing and 


servicing of the risk, may be higher than normal and in such cases a greater 
charge is used 

Mr. Weirmer. I would like to have you tell me, Mr. Smith, about 
this special contingency factor which seems to apply to a particular 

risk. Does this have to do with the loss on the policy or the claim pay 
out, or what do you mean by that statement ‘ 

Mr. Smirn. There may be a risk that we would consider for some 
reason is an unusual hazardous risk. For example, we write a great 
deal of special travel policies, aviation travel policies; a policy on a 
firm that will cover all of the executives or keymen al that firm for 
any travel that they may do on company business anywhere in the 
world. 


Now, this particular risk may have a great number of people that 
do a material amount of travel by plane. Possibly I y go together. 
Maybe we have an exposure of $100,000 per pers while flying. 


Maybe there is going to be 25 of them in a plane at some time, $244 
million. We might operate that risk for 5 years and never have a 
loss. But certainly we have got to set up in there a contingency re 
serve because of the thing that may occur at some time in the future. 
We cannot be very happy and say, “Look, this is a perfect risk. We 
never have a loss.” 

Now I have used there probably an extreme illustration. There 
are various gradations of that down through. 

Mr. Werner. I see. 

Mr. Ruopes. Would you establish who signed that letter 

Mr. Weirmer. It is signed by Darrell O. Smith, vice ail of 
the American Casualty Co. 

Mr. Rwopes. Might I ask a question before you go on to another 
subject? You say that you set up a contingency reserve. Would 
you do that for every 1-year contract which you write in the com- 
pany ¢ 

Mr. Situ. No, sir. 

Mr. Ruopes. Well, this contract we are talking about is a 1-year 
period, is it not? 

Mr. Smiru. Well, this letter was in answer to a request for me to 
tell what we normally figured as a retention. 

Mr. Ruopes. Let us talk about these Atlantic City contracts. 
Would you set up a contingency reserve on contracts like that? 

Mr. Smiru. No, sir. 

Mr. Ruopes. That is all. 
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Mr. Wetrmer. Is this retrospective commission arrangement in 
cluded in the retention rate, or the retention, or is it a separate thing” 

Mr. Smirn. It is entirely separate. 

Mr. Wetrmer. Do you consider the retrospective commission ar 
rangement to be a commission / 

Mr. Suiru. Yes. 

Mr. Weurmer. And not a dividend / 

Mr. Saurn. That is correct. 

Mr. Wetrmer. Now I notice here you have general expense and 
requisition and field expense totaling 5 percent. Is that in connec 
tion with writing or administering or servicing the policies / 

Mr. Surru. In connection with writing, administering, servicing, 
and the general operations of the « ompany. 

Mr. Wretirmer. It includes the whole thing?’ 

Mr. Saurn. Yes, sir. 

Mr. We rMER. Thank you. Now, as to this retrospective COomMnAls 
Slon arrangement, would you please tell the committee at whose sug 
vestion this arrangement was made, about its Inception, its Start, and 
how lon g you have carried if on? 

Mr. Svrriu. [ frankly do not know whether it may have been a sue 


1 


vestion of mine, or may be it wasa sugvestion of the agent, There was 
l There was 


a questo of a desire for more commission by the agent. 
1 desire on ow part not to pay more CommIssio} 4 and there was more 
or less of a compromise reached. Well, look. If the risk is profitable 


we will pay more: and if it snot, we will not. | truly do not know 
whethet tf was my Suggestion oO} the other party's suggestion. li 


could have been either. 

Mr. Weiruer. Hlow many brokers do you have this arrangement 

th? 

Mr. Sairru. I know of only one. 

Mr. Werrmuer. Who is that person ? 

Mr. Suiru. Ear] Liever. 

Mr. Werirmer. In other words, this retrospective commission ar 
rangement is confined exclusively to group cases in which Ear] Liever 

sthe brol er, as faras your company is concerned ¢ 
Mir. Sviru. I believe that 1: correct, 
Ii WELTMER. Lo vo nto the subject of the euaranteed retention 

rate. IT would like to read a photostat of a letter dated Angust 19, 


1954. to Mr. Earl Liever, Earl Liever, Ine., Los Altos, Calif. It is 


from J. E. Bruton Atlantic City hotels and othe Group Cases: 
Thank vou for \ r August 13 letter, addressed to Mr. Darrell O. Smith. which 
is bee INNE »me for ah answel Your letter has been discussed with Mr 
Smith 
AS vol how { llega the State of New York d some other States to 
retention ; eement. ¢ er by letter or othe st For this reasor 
ew dimuch prefer not to issu 1 letter each of these cases 
i ve this will confirm that it is our intention to return in the form of a 
t e pren l adjust el neach of the cnses entioned in your letter 
based npon the formula previously used in connection with your 
istment agreements We hope that this letter will 
rve ‘ urpose and \ ! be necessary for us to issue a letter in 
ni n with each case, f the reasons outlined in tl letter Your confirma 
this is in order will be appreciated when we shall make the necessary 
i file t] t ye premium adjustments can be con 
« he end } i r for eael is 





INVESTIGATION OF WELFARE AND PENSION FUNDS 113 


Another letter from Earl Liever, Inc., dated August 23. 1954. t 
Mr. Jim Bruton, American Casualty, Reading, Pa. Re Atlantie City 
hotels, et al. 


Dean Jim: In reply to your letter of August 19, I assure you that I an ‘ 
aware of the fact that you cannot give a guaranteed retention since the Ameri 
Casualty Co. is domiciled in the State of New York However, that does 1 
prevent you from giving an estimated retention hich will serve Iirposes 


just as well 
I am trying to set this up on the proper bas and that is the reason why 
would like to have the letters attached to each contract nd the est ater 
retention is good enough for me. 
Very truly yours, 
EARL I 


Another letter from Earl Liever to Mr. Jim Bruton, America 
Casualty Co., Reading, Pa.. dated Sept mber 22, 1954 Re Atlant 
City hotels. 


DEAR JIM: I am in receipt of the contract relative to this group which she 
a columission of 124. percent What you failed to send alon Sa separate c 
tract paying me an additional 5 percent as a service contra: Phat w ! 
arrangement when IT was in your office 

I will hold the HimMission agreements in abeyance until I re e the 5 perce 
service contract so that T can return everything in one swooy 

I am still waiting for letters from you on the other cases showing your estimated 
retention which you can do without violating y insurance code in the S 
of New York since I have estimated ret ions from other « panies doing bus 
hess in the State of New York along the same line Upon receipt of these lette1 
I will also return a the othe nele-case Colimiss I yree hts so that we 


write finish to our commission agreements 


Very truly yours 


Mr. Smith, would Vou please expla nthe a Tere ( et wee me. 
nnteed retention rate and an estimated retention rate, ol : 
What is the difference and how does it work out 4 

Mr. Suiru. Well, under a cuaranteed retention rate, the cor 
would say that the maximum amount which the company W ll ret 


is XN percent. Under an estimated retention. they we ad sin 
“lo heheve that the amount w eh we retai will ly 3 perce t= | 


one Is where the company IS Guaranteeln flat if i) tt) 


the other is where we are saying, “We expect it will be tl 

Mr. Weuruer. I would like to read another note from Mr. J. J 
Bruton, Reading, Pa... involving the Ambassador and Chelsea Hots 
and the Trustees of Hotel Kmplovees of Atiantic City, N. J... d 
August 9, 1954. 

Please note that effective mmediately the arrangement we } 


agent to pay commission on this case is changed 


In the future we will pay 12% percent as a commission plus 5 percent as 
idministration fee This, of course, will not change the ove) amount p 
t should be clear that the pel ent administration tee snot to be considered as 
NIMission 


Would you please expla mw it t] =.) perce ft nc | trit if 


ind what is done to earn that 5 percent aqdmll tration fee / 
Mi. Smiru. Mav I answer that differently | wing ( 
flection we think that e) re file is rather ridiculou eand 1 


nother way of fating the same thing 
Mr. Wetrwer. I do not kn that IT follow von. Mr. & \ 
1} 


tiil have not ans ered what the 5 pel nt administration Tee is fo 


} 4 pt 








114 INVESTIGATION OF WELFARE AND PENSION FUNDS 


Mr. Suiru. We believe that the 5 percent administration fee as used 
in this particular case was primarily a matter of calling black dark 
gray, possibly. 

Mr. Weirmer. In other words, there was no service rendered for 
that 5 percent administration fee? 

Mr. Smirn. Not suflicient to justify the use of a 5 percent fee; no, 
sir. 

Mr. Weurmer. You pay the 1714 percent commission 4 

Mr. Smirn. For practical purposes, it amounts to that; yes, sir. 

Mr. Wevrmer. What is the retention rate on these Atlantic Hotel 
cases ¢ 

Mr. Sarin. Thirty-seven and one-half percent. 

Mr. Wet_rmer. Does that include Mr. Liever’s 1714 percent com- 
mission 4 

Mr. Smirnu. Yes, sir. 

Mr. Wetrmer. Does it include any other commissions to Mr. Liever? 

Mr. Smiru. No, sir. 

Mr. We_rmer. Is there another commission paid to Mr. Liever ? 

Mr. Smiru. No, sir. 

Mr. Werirmer. Is there another payment to Mr. Liever out of this 
policy, in the form of a retrospective commission arrangement 4 

Mr. Suirn. No longer, sir; not since the Ist of January 1954. 

Mr. Weurmer. When was this arrangement made to cancel this 
retrospective commission arrangement / 

Mr. Smiru. I would say in early summer or the middle of the 
Supime r of this year. 

Mr. Wrettrmer. And made retroactive back to inelude this entire 
( ile na ir year? 

Mr. Suirn. Yes, sir. 

Mr. Weirmer. How many years did you have that arrangement 
before ¢ 

Mr. Sairru. Ithinkit was5 years. It was 5 years. 

Mr. Wevrmer. Can you tell me the amount of money paid to Mr. 
Liever during that 5-year period on this 1 policy ? 

Mr. Suiri. In the retrospective adjustment, $17,267.81. 

Mr. Wevrmer. Can you tell me the amount of commission paid on 
the premium to Mr. Liever during that same period ¢ 

Mr. Smiru. $29,107.61. 

Mr. We_rmer. What was the total premium for that period ? 

Mr. Smiru. $166,829.31. 

Mr. We_rmer. What was the claim pay-out ? 

Mr. Sviriu. May I say there that if these figures differ a few dollars 
from yours, mine may be carried a month or two longer than the 
figures reported on the statements reported to this committee. 

Mr. Weirmer. What was the claim pay-out during that same 
period ¢ 

Mr. Sariry. $54,170.55. 

Mr. Wreirmer. Now I would like to go into the field of life insur- 
ance for just a minute, and read a letter dated June 27, 1952, to Earl 
Liever, Inc.; San Francisco, Calif.; Earl Liever, from J. E. Bruton, 
‘Teamsters Groups and Others, attention Mr. Liever : 


/ 


Dear Eart: Thank you for your June 23 letter in connection with the 
ealculation under various policies to determine the amount of contingent com- 
mission, if any Frankly, I cannot understand why you should say that I was 
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not aware of your commission on the Teamsters Group Ww reduced ; 
percent, as our records clearly indicate that the reduction of 12! ercent W 
made in the calculations on which our June 19 memorandum was ist 


this into account 
We agreed that the original commission on the Teamsters Group was 17 


I i 
percent, but you will recall in July of 1951 it i necessary ~ a é 
insurance under the Teamsters’ policy wit! t creasil the l 
charged to the employer. In order to do this, you agreed to accept a reduction 
in commission of 5 percent, which was t e used toward the cos 
insurance. 

In effect, therefore, you are still receiving 17% percent on the Teamsters’ 


policies but you have agreed to voluntarily relinquish 5 percent to go toward 
the cost of life insurance. You will no doubt agree that we are still in effect 
paying you 17% percent on these risks, and for this reason the contingent com- 
mission agreement should be on 624 percent of the earned premiums 


In this connection we would like to refer you to the first page of t August 14 
agreement on commissions which states in paragraph 1, in part, as follow 
“The premiums previously determined for life insurance are paid by Ame 


I 
Casualty Co. and considered the equivalent of 5 percent commission to the 
agent.” 


In additio please refer to your August 22 letter addressed to Mr. Dat a) 
Smith, in the fourth paragraph of which you raise the same question reg g 
the contingent commission arrangement on the Teamsters’ cases Mr. Smith 
replied to your letter on August 31, and in the four paragraph he stated t 
the life insurance was going to cost us at least 5 percent, so that the commissio 
plus the life insurance still totaled 17% percent 

In view of the foregoing, we shall be pleased to have your comments « ir 
contingent commission calculations 

Mr. Smith, will you please explain how this works; in other words, 


how is the money paid into American Casualty? Hlow does it go 
through a trust fund? How does it work? Does it go straight to 
American Casualty from the employe ¢ Ilow do you purchase | te 
insurance? Who isthe broker on that life insurance ? 

Mr. Smirn. May Lask Mr. Bruton to answer that? 

Mr. Bruron. On the teamsters case the premium is paid directly to 
the company by the various employers separately, Commission 
paid by this company or by our company d rect to the agent. | he life 
premium—we do not write life in our company and It 1s pa d by us 
direc tly to the life company, and we do not pay the life Cr 

Mr. Weirmer. You do not pay the life commission ? 

Mr. Bruton. No. 

Mr. Wet_rmer. But according to this letter, if I understand it, you 
pay 5 percent of the 1714 percent commission to Ear] Liever, which is 
to be considered for life insurance. 

Mr. Bruron. What happened there was when the teamsters case 
was originally written there was no life insurance involved. Later 
on we were asked to provide life insurance for the teamsters, and 
there was no additional money available to pay for the life insurance 
because the employers were only bound by a labor contract to pro\ idle 
so many dollars and cents each month for each teamsters member, 
As a result of discussion we agreed to reduce our premium so that 
there was no money available for life insurance. 

Mr. Wetrmer. You reduced your premium ¢ I do not follow you. 

Mr. BrUTON. We reduced the amount we required each month per 
teamster member. 

Mr. Weutrmer. Which in effect was 5 percent of Earl Liever’s 
commission ¢ 

Mr. Bruron. It averaged around 5 percent. 


NIM ISsSION, 
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Mr. Weirmer. Five percent of Earl Liever’s commission was used 
to purchase life insurance ¢ 

Mr. Bruron. Yes, but it was not his commission; it was really the 
premium paid to us by the employers. But then the amount of money 
we had left out was less. 

Mr. Wetrmer. There is no trust fund involved in this case ¢ 

Mr. Bruron. No. 

Mr. Weurmer. The employers pay straight to you ‘ 

Mr. Bruron. Yes. 

Mr. Wetrmer. And vou purchase the life insurance by reducing the 
premium charge ea h month ? 

Mv. Bri PON, We did hot puny hase i? it comes To the same thing 
Our premium Was reduced to life msurance and could be purchased, 
It is a customary thing, I like to say, that for companies who do not 
write life insurance to bring in another life insurance company and 
ive the premiums collected together and then spl tf in one office or ° 
the other afterward and remitted. 

Mr. Weirmer. I was interested primarily in this 5-percent reduction 

Karl Liever’s commission to purchase life insurance. 


Mr. Smirn. I think possibly I might clarify that. Let us just take 3 
n illustration. We will say that there is a @ross premitun of S10 
Let us say that the company’s retention out of that is S88. That is the 

mount of money which is hecessary for the company to receive. 


Now, then, it become necessary that life insurance be purchased, 
If we spend S1 out of that SS to purchase life insurance, we have S7 
left Now. then, to bring that S87 up to SS, we change the commissio1 
which gave us a greater net to start with, and therefore we end up 
vith the same net 

Mr. Weturmer. In other words, really 

Mr. Smirnu. It isa matter of mathematical adjustment. 

Mr. Wenurwer. All right I think that explains it well enough. 

Mr. Smith, will you tell the committee your opinion as to the 
unount of retention and OMISSIONS and retrospective commission 
irrangements paid to Mh Liever. Do vou think that they were 
eXCeSSIVe, looking back over them ? Do vou think they were too high, 
too small, or were they in line with the business? Generally. what 
have you done to change those things recently ¢ 

Mr. Smiru. You are now referring to the Atlantic City risk ? 

Mr. Weurmer. Yes, I am 

Mr. Sarrru. My answer may have to be a little bit lengthy on this 


I will make it as short as Ten \s far as if we were to consider the 
Atl ntiec Citv sk only. | would Say it was h ol). What we are failing 
to consider in this, in the picture that we are missing, is the fact that . 
Atlantic ¢ ity was but a part of a number of risks in connection with 
the enln ry union We are failing to take into consideration that 
very shortly after we wrote that——-and the second one we wrote was 


ie \l aml Hotel on the \l an restaurants the first year we paid 1) 


+s - é ) ) ’ 
claims SI3.985. and we too S11 20! The second vear we paid 7? 
claims S1IOS829, and we took S15.669 
The commissions in that pel od of time were not 17! ereent, It 


was 1715 percent the first vear, which was entirely logieal and proper, 


nd the second vear if wa recill ed too percent Phe third risk whiel 


wrote n connection withthe Hinary 
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Mr. Granam. Would you go on with that same case—I mean bring 
it up to date / 

Mr. Smirn. That was the end, and we ceased. 

Mr. Granam. You just had 2 years? 

Mr. Smiru. Yes. 


The third case that we wrote was Brooklyn, local No. 2 of the 
waiters and waitresses, In the first year We took in S22.123. and 
we paid in claims 820,755. The second year we took in 824,644, and 
we paid out 825.450. The third vear we took in 836.215, and we paid 


out in Claims—and Tam speaking only of claims— 41.525 

Mr. We_tmer. What was the commission / 

Mr. Smirn. The commission was 171. percent the first year, wl 
Was normal and propel for a first veary, al d the second year it was 
cero, and the third year it Was 5 percent. 

We then wrote the Las Vegas union, the one cise ussed vesterday, 


going from company to company. Possibly this will expla why 

Phe first year we took in 862.386, and we paid in claims 809.143. The 
second year we took in 872.474, and we paid in claims 867,676 The 
total commission paid to Mr. Liever on the 2 years was 1.7 percent 
Lndsoon. I could go through with others. 


Mr. Wetrmer. What you are saying is that they were all not a 
good risks as Atlantic City hotels 

Mr. Smiru. Tam saving that we as a company were handling a 
group of risks, as an overall unit, or an overall group, rather thai 
each one as a particular unit, and vet for the purpose of our discus 
sion here we have primarily picked out risk. Now— 

Mr. Wetrmer. Excuse me, Mr. Smith. In this one risk we are 
talking about, just for the record again, Mr. Liever’s commission was 
lil, percent each year straight through: is that correct / 

Mr. Smiru. Yes,sir. We have to consider in this picture the pru 
ciple of insurance, which is a principle of many risks sharing in m 
fortunes of a few. I have carried fire insurance for a number of 
vears, and I have never had a fire. I do not believe, however, t! 
the company should retain 9 percent and return to me 91 percent of 
my premium because I was lucky enough not to have a fire. My 91 
percent 1s used to pay for the fires of the othe1 people. The same 
thing is true in group insurance. 

Now, then. we have not experienced in the overall on the hotel and 
restaurants or the culinary union groups any excess profit In facet 
we have not had in the final analvsis what might even be considered 
a profit. Now there is one other thing in this matter of commissions 
which I would like to bring out, and that is that there are different 
Wavs In W hich companies operate. 

There Is one group of companies Or some ¢ OMLp at ies W hich 1 forn 
| rimarily all of the functions of the handling of the risk. I could 
refer you to companies that you call up their office and say, “Look, 
So-and-So is a prospect for group insurance.” and they send a mat 
out there. He sells the employer or the union, or whoever it may be, 
on the fact that they should have the group insurance, and that com 


pany then sends in a man or a crew of men, and they solicit every 
employee. They sign them up, and they have got the entire enroll 


ment. 
Now, they probably pay that agent a relatively smaller commissior 
There is another group of companies—and we are one of them—where 
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we do none of that. We do not have a salaried man on our payroll 
that goes into the field on group insurance. We do not solicit the 
risk originally, and we do not do the enrollment. That is entirely a 
matter for the agent. Obviously, the commission is higher. He is 
pel forming a function. 

Mr. We_rmer. Are you still paying retrospective commission agree- 
ments or amounts to Mr. Liever, at this time. I understood you to 
say a while ago that you are not. 

Mr. Smiru. That is correct. 

Mr. Weirmer. I would like to read to you a letter dated October 1, 
1954, from Earl Liever, Inc., to Mr. Darrell O. Smith, vice president 
of American Casualty Co., Reading, Pa. Re estimated retention 
letters. 


DeAR DARRELL: You recall on some of these cases we shared 50-50 on the 

ings from the losses paid and it was my understanding that when I gave up 
the sharing of the benefit deal that that would apply to the company as well. 

For example, your estimated retentions of the Atlantic City hotels and Potts- 
ville Box Corp., whereby you estimated that you will return to the assured 50 
percent of savings due any calendar year on a 6214 percent earned premium 
basis. However, I understood in your office that these extra benefits that your 
company and I were sharing would definitely go to the policyholder and that is 
the reason why I agreed to it. 

From your letter what you are doing is keeping my share of the benefits and 
transferring them to the policyholder and still keeping your half. What I was 
after is X number of dollars percent is your estimated retention of the premium 
ind any savings effected from the balance is to go to the policyholder. 

You spell that out in your estimated retention letter on the American Safety 
Table Co. I am sure that you will agree with me that that was our intention. 
Will you please, therefore, look up on your own memo, at the time I made the 
arrangement with you in your office recently, and send me a new list of retention 
letters. Don’t you think that my suggestion and my understanding is a simpler 
method than the one that you have sent me? 

Will you please do this promptly so that I can set my cffice up accordingly? 

Sincerely yours, 








EARL LIEverR, INC. 

Do you have that str: uighte med out with Mr. Liever now so that your 
half and his half are both going to the policyholders ¢ 

Mr. Smirn. Well, in the first place I do not follow this line of 
reasoning. It was discussed yesterday, also, on our half. In the first 
place, we are in business for the purpose of making money. We do 
not expect and we do not make an excessive amount of money. An 
analysis of our financial statements and our operating results for the 
previous 50 years will show that we have not. It will show that in 
many years we have lost hundreds of thousands, and in some years 
millions, of dollars. We have not, over any period of time that you 
can put together, shown any excess profits at all. We have shown a 
very normal profit. 

Now, it is to be expected that in certain risks there is going to be a 
profit. While we may agree that we are returning or expect to return 
in the form of a retrospective rate adjustment 50 percent of said 
profit on such individual risks, I still wish to draw some fine line of 
distinction between the fact that we are then making X number of 
dollars on that risk, and thus having nothing avail: ible to us to pay 
the lowest and risks that are not good. It is a little complic ated, but 
i think that you get my point. 

Mr. Wetrmer. But this 50 percent that went to Earl Liever is now 
going to the policyholders; is that correct ¢ 
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Mr. Smiru. We have entirely eliminated a retrospective commis 
sion agreement, of all types. 

Mr. Wevtrmer. Where is that money going ¢ 

Mr. Siri. To those risks. There will be a return in the form of 
a ret rospective rate ad justment, that is correct. 

Mr. Wetrmer. Will that be in excess of the retrospective com 
mission / 

Mr. Smirn. That will equal at least the amount which in the past 
was paid as a retrospective commission, It may exceed that amount; 
it will not be under it. 

Mr. We_rmer. Who will that be paid to? 

Mr. Sairn. To the risk itself. 

Mr. Wetrmer. Tothe policyholder ? 

Mr. Smirn. Yes. 

Mr. Wetrmer. In other words, as far as you are concerned, you 
have entirely eliminated the thing and you intend to give it back to 
the policyholder in the form of a refund or a dividend or a retroactive 
rate credit, is that correct 4 

Mr. Smiru. That is correct. 

Mr. Wetrmer. You have entirely eliminated it ? 

Mr. Smiru. Yes, sir. 

Mr. Wetrmer. Why did you eliminate it ? 

Ms. Suiru. In the first place, we do not like the principle of it. We 
do not think it is quite right. 

Mr. Mitier. Pardon me. May I ask, when did you arrive or how 
did you arrive at that conclusion that it is not right? If it is not 
right now, why was it right previously, or was it 4 

Mr. Smirn. No. I think that in all lines of business there are ocea 
sionally practices which creep in which all of a sudden vou look at 
and you say, “I don’t like this.” We reached that opinion long before 
this committee was appointed, I can assure you, 

Mr. Minter. Did you act upon it ? 

Mr. Smirn. Yes, we have been on a schedule, as the record will show 
of our risks, of reducing commissions over a long period of time. We 
have been in a process of discussing the inequity of this thing over a 
period of many months, or even years. It is very diflicult when you 
have a risk on a certain basis or an agreement with an agent on a 
certain basis. If he has the figures to show that that risk is profitable 
to the company, it is a rather hard job to cut him down, particularly 
if he isan excellent salesman. 

Mr. Granam. Mr. Smith, you have been operating for 5 years on 
the Atlantic City risk on a retention rate of 8714 percent, is that 
correct ¢ 

Mr. Suirn. Yes, sir. 

Mr. Granam. Now, you are intending to eliminate the retrospective 
commission payment. Do you at the same time intend to increase your 
retention rate ? 

Mr. Smirn. Now, when you say “increase retention rate,” may I 
ask what you mean? If you mean that we will retain a lesser amount 
of the premium dollar 

Mr. Granam. No, sir. You have been maintaining a 3714 percent 
retention rate for 5 years, on the risk ? 

Mr. Smirn. Yes, sir. 
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Mr. Granam. Now, then, when you eliminate this retrospective 
commission arrangement, do you at the same time intend to increase 
the amount of vour retention rate / 

Mr. Suivi. We intend to decrease the amount of our retention, and 
iot increase it. In other words, instead of retaining 5744 percent, we 
will retain less than 3714 percent. 

Mr. (aRAHAM. That being the case, VOU W ill have more of a margin, 
then, to pay back to the pol C\ holder in a retroactive rate credit ? 

Mr. Smirn. Yes, sir. 

Mr. Granam. Than what you have been paying to Earl Liever, 
and retaining for yourself ? 

Mr. Sviirn. Yes, sir. 

Mr. Riropes. When you pay this money back to the individual 
pol c\ older, it will go tothe employer In the teamster case 7? 

Mr. Smiru. Yes, sir. 


Mr. Riopes. Where the employers pay it directly, and in the 
Atlantic City case, it will co tothe trustees ? 
Mr. Saurrn. To the trustees, ves, sir. 
Mr. Ritopes. Would you care to break down the premium that was 
charged to the Atlantic City trustees in its component parts? In . : 
other words, that is the amount that would go to pay for the risk and 
the amount that pays for the administrative costs and the amount that 
goes to pay for the commissions and so on and so forth. 
Mr. Sarru. Very well. There has been available under the setup 
1714 percent for the agent. 
Mr. Riroprs. Does that come out of the 3716 percent that we call 
the retention rate ? 
Mr. Surru. Yes, sir. Then the losses were 6214 percent. There 
has been available 20 percent for us. If, however, the losses went to 
4214 percent, there would be nothing available for us. If it went to 
1) percent. it would be higher. Now 
Mr. Wevrmer. Did they ever go over 6214 percent ? 
Mr. Smiru. No, sir. The Atlantic City risk has been phenomenal, 
ind T have no idea why. It was not anticipated that it would be. At 
the time the retrospective commission agreement was made I never 
expected that we would pay one dime under it. You can look if you 
desire—and you have it—at the other risks that we have handled in this 
group and in other groups. By “this group,” IT mean the culinary 
workers. You will find that every one of them has been from 20 to 
80 points of loss ratio higher. Why Atlantic City has been good, I 
donot know. Thank goodness it has. 
Mr. Rroprs. Along those lines, can you compare the policy that is 
n effect in Atlantie City with the one which is in effect in Las Vegas - 
istothe benefits and astothe premiums ? 
Mr. Savrri. May I say essentially the benefits were the same on all 
of these plans, and essentially the premiums. Now, they were not : 


dentical. We can get the premiums by referring to the sheets made 
for this committee some months ago. As to exact coverage, I do not 
think IT would have it on every one of them here. For practical pur- 
poses, they are essentially the same. 

Mr. Rroprs. Have you increased your rates at all within the last 2 
vears on this type of coverage ? 

Mr. Svirru. Generally speaking, group insurance today is just about 
the same cost as it was 10 years ago. Certain coverages in it may be 
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shgehtly higher, and other coverages Miay be Ss] ohtly lower, but a u 
general principle it is just about the same. 

Now, we have adjusted certain individual risks. If | might yo one 
step farther, in connection with your question a moment ago as to thi 
length of time it may have taken to reach a decision to change or when 


such a change had to be cons dered, also, in connection with these other 


risks. In other words, when we took the culinary workers’ risks to 
vether, some 6 or S or 10 ot them al ad if > of those were ¢ ausiIng usa 
material loss and 1 was excellent ve certainly could not immediately 


eliminate what we were getting out of that one until we could eit] 
vet rid of o1 Improve the bad ones. In othe) words, you cannot acco 
plish some of these results in a matter of days or weeks, whethe1 you 
wish to or not. 

Mr. RHopes. Well, how, your experrence then has been that eve 
though some of these risks were bad and some were cood that, all 
all, the company was making a pre fit on the rates and the 1 sks aus thre 
had been written inthe group plans 

Mr. Surry. It came out just about right in the overall total. For 
example 

Mr. Ropers. Were your rates competitive with the rest of the ind 
{ry for this type of thing / 

Mr. Smirn. Yes, sir. 

Practically all of this business was secured on bid basis. On the 
hotels and restaurants other than Atlantie City, we paid out over a 
period of the entire time to date essentially ~U cents out of every dollar 
in the form of losses. 

Mr. Granam. Ninety cents out of every dollar collected in | 
miums ¢ 

Mr. SmirH. Yes, sir. 

Mr. Ruopes. I asked you a question which you did not wet a chance 
to answer completely, and that was a breakdown of the retention rate 
In other words, you figured upon this business when it came on the 
books you had to retain 371% percent of the premium. Will you te 
us why you arrived at that particular figure and what the component 
parts of it were / 

Mr. SMITH. As J said before, reaching that agreement on a retro 
spective commission, it was primarily a compromise matter. It was 
primarily a matter of satisfying an agent. It was a matter of om 
assuming on our own part that frankly the experience would not be 
good enough that there would ever be a return under it. We just 
arbitrarily said, “Well, if there is to be a 171% percent commission, 
then we are entitled at least to that amount, plus the 214 percent profit 
factor.” 

Mr. Ruopes. The thing I am trying to get at is the breakdown of 
the premium dollar. You have got 6214 percent here which from your 
testimony, I presume, 1s to go to pay losses Incurred as a result of 

Mr. Smirn. 1714 for the agent and 20 for us. 

Mr. Ruopes. | mean the 61 » percent. Iam talking about that now. 
That woes to pay the losses from the assumption of the risk, is that 
correct 

Mr. Smirn. Yes, sir. 

Mr. RHODES. And the 371 ” percent, then, is 2O percent profit to the 
company, presumably, and 1714 percent commission is to the agent 
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t to the company, but not ZU percent prolit. 





you break the 20 percent down ? 
break the 20 percent down; it was just picked 
\ ud a moment ago, We Sa d too irselves 
Chat | i ivent O { i \ thie Unie i then we WV il] 
ll pe ent ! rn 
\I (rl li AM Do ‘ a where jy ] ea » pe ent com- 
) 
Mr. Smuirn. Toa cert tent, ve 
Mr. Granam. What is ition rate in ir other policies? 
Mr. Smirn. W ‘ ( ( 
Ir. Granam. Wha ( on vou take ? 
M SM i It 1 \ ris id we ive some rl k here the 
{ il] l ( | cl gO ) Spercelil 
Mr. Granam. th pe of policy is that 4 
M Sviru. Tha { ’ roup, union and em loyer jointly. 
M mAHAM. What uni 
\ rivH. Ay nl of Tlosiery W ers 
Mr. Derrickson. Mr. Smith, | ud like to ask you 1 or 2 questions 
{co e » several po 2 | derstood vou tO Say a fey minutes ago 
tha cl el eauring tn Dp st vear that this1 trospective 
O} rrangem { ou ul with M . Liever on th case was not 
right You ne to that conclusion and decided to eliminate it. 
Did you come to that n muir company, is that at you mean, and 
l tiate t cl ef , 
The reasol lama K ng" Lthat beea ise Mr. Lieve id yesterday 
that he initiated it and it he came to you and insisted that you elim- 
inate t] arrangement. You said, or T understood you to say, that 


you decided it was not right. Will you explain just how that hap 
pel d? Who decided this? 

Mr. Smrrii. T would say that that is probably the conflict that di- 
rectly occurs between a company and a salesman, as to who mav be 
responsible for something. I believe that Mr. Liever may feel entirely 
correct that he was re pol ~ ble for it. We fee] we were ona program 
for at least 2 vears of getting that eliminated. There is just a little 
conflict, poss bly, as to who thinks it is h S responsib lity. 

Mr. Derrickson. You cannot say definitely who initiated this thing. 
He said it was he. 

Mr. Smirn. We feel we did. and he feels he did. Maybe his thinking 
that was a result of some good salesmanship on our part of making 
him think he did it. 

Mr. Derrickson. I compliment you on that salesmanship. 

Mr. Suiru. I do not know that that is the case: I said “maybe.” 

Mr. Derrickson. Mr. Smith, have the policyholders in these cases 
been notifie | that from now on they are voing to vet some diy idends? 

Mr. Siri. By the company, no. I do not know whether the agent 
did. It would not bea normal thing for us to do 

Mr. Derrickson. You recall when I asked Mr. Liever that question 
yesterday, he said he assumed that the company notified them. So far 
RS he was concerned, that was the « ompany s responsibility. 

Mr. Smitrn. Well, we do not feel that there is responsibility there 
for this reason: We do not have a contract providing that. The policy 





i 
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was not sold on that basis. We expect to handie it In that Way, but 
from our standpoint there has been no notification. 

Mr. Derrickson. No notification 7 

Mr. Smiru. No. 

Mr. Ruopes. The only notification they have had reading the 
Washn gton papers asa result of thes hear gs 

Mr. Derrickson. I would like to ask vou a li bit al t ho 
these Atlantic City cases the bids weve ubma ted and the ( ( made 
by the trustees to give American Casualty the busines [ understood 
from Mr. Liever that there was a meet ne 1 Atlantic City where you 
attended, and you carried the bid, and it was opened by the trustees 
at that time und they later de ied tO ive It (met un Ca aivcy. 
Do vou recall that visit, and that how it happened # ' 

Mr. Smirn. |] frankly am hazy on this. Gentlemen, I am telling e 
truth. I was down to Atlantie City at least twice. I did go d 0 
Atlantic City, and T did meet with Mr. Gould at his residence. I 
ete but | aim not posit ve, that ut) it time the bid 1 = lel red 

ee Gould as 1 of the 2 trustees. TI then recall meeting At I 
C ity the office of the chamber of co merece, W th he and Mr An ={ Z. 
who | is the trustee representing thre employe I's 

The busing S had hot been iwal le l. and there was a di ul a) ( f 
What company it would go to. There were questio1 ; do you 
do so and so, and does your policy provide this, and what do you meat 


by this? I recall that they had mn front of them—I w« uld have loved 
to have seen it but couldn’t—a sheet with columns, one colum 
senting each company and olving their bids and propos ils, anc so 
forth. 

Now, I think at the conclusion of : at meetine—and I know there 
were representatives of several com ) ies there we Waited nd then 
were informed that a decision eat not be reached at that time and 
we would be notified later. I am not pos itive, but I think that was It. 

Mr. Derrickson. In this meeting prior to the meeting that vou ju 
described, in Mr. Gould’s home, where you first went over the bid or 
you first submitted your bid to Mr. Gould as one of the trustees, were 
there other bids of other companies discussed at that time / 

Mr. Smiri. To the best of my knowledge, no. I had never met Mr. 
Gould until that time, and I don’t think there were. 

Mr. Derrickson. Do you recall who else was at that meeting in 
Mr. Gould’s home ? 

Mr. Smirn. I think Mr. Gould and Mr. Liever and Mr. Fraseh and 
myself and Mrs. Gould. ] would Say that it was not cae as much 
of a meeting as it was a matter of delivering the bid and our getting 
acquainted. I had not previously, I believe met Mr. Gould. 

Mr. Derrickson. That was the time that your bid was submitte« 
was it? 

Mr. Smiru. I think so. 

Mr. DICKERSON. At his home with one trustee, and not both 
trustees ¢ 

Mr. Smirn. I think that is correct. [am not positive but I think so. 

Mr. Derrickson. The employer found out about it later ? 

Mr. Suitru. What is that ? 

Mr. Derrickson. I say, the employer trustee was not at the meeting 
and did not know what your bid was when it was submitted first ? 

Mr. Smiru. I think that that is correct. 
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Mr. Derrickson. Now, was Mr. Ross, an international supervisor in 
that union, at that meeting with Mr. Gould 4 

Mr. Smiri. I do not think so. 

Mr. Derrickson. Did |] mnnere tand vou to say, Mr. Smith, a short 

me ago that you considered the payments to Mr. Liever under the 
retrospective commission arrangement to be a commission / 

Mr. Suirn. Yes, si 

Mr. Derrickson. Then, will you please tell me why when you sub 
mitted these questionnaires to the committee those payments were not 
listed under the column asking for the amount of commissions paid 
but were listed under the column headed “Dividends or Experience 
Rating Refunds” ? 

Mr. Smrru. Well, we considered that that certainly came in the 
category of an experience rating refund. Then on this sheet it says: 

If dividends or refunds are paid to other than policyholder, indicate name 
and addresses of persons to be paid ° 

Mr. Derrickson. You considered it a refund, but I thought you 
considered Ita commission under the retrospective commission agree 
ment. 

Mr. Smiru. Except that that was certainly based on experience 
rating. 

Mr. Derrickson. You did not explain how the amounts of com 
missions, or what they were based on, and we simply asked for what 
commissions were paid, You say this was a commission, and your 
agreement with Mr. Liever called it a retrospective commission, You 
reported it as a refund, which ordinarily would be believed, even 
though it was paid to a broker, to be an amount that eventually went 
to the policyholder. 

Mr. Smiru. Possibly we misinterpreted the way it was. Weshowed 
down here clearly to whom it was paid, and it says: 

If dividends or refunds are paid to other than policyholder, indicate names 
and addresses of persons to whom paid. 

All I can say is that we did not intend to misrepresent here, and ] 

think the fact that we clearly showed to whom it was paid and so forth 
is evidence that we were not attempting to mislead. 

Mr. Derrickson. Mr. Smith, when your company pays dividends to 
polie; vholders. do you pay it directly to the police: vholder or do you use 
the agent involved / 

Mr. Smirn. Now in the first place, we do not pay dividends. 

Mr. Derrickson. Very well: experience refunds then. 

Mr. Smrru. We make a retrospective rate adjustment and pay that, 
normally, directly to the policyholder. “ . 

Chairman McConne.i. Have we ever determined who worked out 
rite commission arrangement, Mr. Derrickson? Was that Mr. Lie- 
ver's arrangement or was that the company ’s arrangement or Was it 
done jointly ¢ ’ : 

Mr. Smirn. You mean as far as the retrospective commission ar 
rangement is concerned / 

Chairman McConneui. The original commission arrangement, the 
retrospective and the other. 

Mr. Surrn. The original commission arrangement, 1714 percent the 
first year and & percent for the second year. In the middle of the first 
vear, or probably at the end of the first year, we were earnestly re 


: 
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quested to increase the second year commission or to keep it at the sam 
as the first year. We were shown the picture of this group of risks and 
the probable eventuality of one master policy covering all culinary 
workers, and so forth. 

We then did agree that instead ot an od percent secol dl year comlils 
sion, It would be 1714 percent. Then at a later date we were asked 
to Increase that, and we retused to do so. As a compromise, a ad feelin oO 
In our own mind that nothing would ever be paid under it, we worked 
out this retrospective COMMISSION avreement, 

Now, | do not know, as | sald before, whether | proposed t o1 
whether Mr. Liever proposed it or whether in just jointly talking we 
Came to it. It is rather difficult to remember at times how you meet 
something of that sort. I would say that it Was done as a compromise 
situation. 

Mr. Mitxuer. I think that you stat that you were isked to increase 
this commission. 

Mr. Sauirn. That is correct. 

Mr. Minter. Asked by whom? 

Mr. Suiru. Mr. Liever. 

Mr. Minver. I see. 

Chairman McConneiy. I did not want to interrupt, but are you 
through, Mr. Derrickson, because I would like to go back to Mr. 
Rhodes. He never finished his interrogating. 

Mr. Ruopes. I will defer to Mr. Derrickson. 

Mr. Derrickson. I have finished. 

Mr. Ruopes. | would like to go back to the rate, if ] may. \W 
you tell us, if you will, the physical means by which you determ 
rate in vour company, With particular reference to this Atlantic City 
ecnse / Is it a matter of conference between the underw riting depart 

it 


? Just outline for us how 


ment and the actuary and the salesman was 
accomplished. 

Mr. SMITH. We have a complete S¢ hedule of rates covering ever \ 
type ¢ tf coverage al d variation of those coverages, Then there ar 
certain factors which affect them, such as a percentage of female. age, 
ind in some cases it may be occupation. Those rates today, for exam 
ple. are all on file with various State insurance departme) ts. 

Mr. Ruopres. Were they on file at the time these contracts were e 
tered into / 

Mr. Surry. In some certain States, yes; but at that time there w 


not the control, I would say, either on the part of insurance depart 


ments or on the part of companies, as to using a specific rate. 
Mr. RiWoODEs. You did not use a posted rate on this. \\ |] you te 


¢ / 


how vou irrived at th s particular rate 
Mr. SMITH. We used what W our stan lara rate at that time. 2 
I believe that it Was some 8 cents less than standard, or something of 


that sort. That Was probably done in exactly the same spirit as e 
mieht have a $498 shirt, and 1f we are going to ell 100 of them. 
oht make it 84.95. 


Wg 

Mr. Ruopres. Of course, vou had to go through the mental process of 
ngurine out how much you were going to lose, ind that would be vo g 
net premium, | suppose, ind the possib lity of Oss. plus waiting f 
wiministrative costs and expenses. Then. of course. you would \ 
to idd to that the anount threat vou expected to p \ comin 
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Mr. Suiru. No, sir. The rates as established are gross rates, and 
normally vou ean figure that a risk, particularly at that time on the 
first year, was a 20 percent commiss on. Now, some companies used a 
a} e 1) scale commission, where it was 20 percent on the first 5,000 
or The t 10,000 or the first 20,000, and it varied that much between 

Bear in mind, please, that the group business at that time was start 
ing to grow by leaps and bounds. M iny companies that had never 
he business were In It Each one that went in it possibly had 

heory or two of their own, as to how they could lmprove it or how 
they could do it differently. You had a true competit ve setup. But 
you did use your regular standard rates es entially as your base. 
7 e gross rates which provide for your normal commissions. 

oO Tort Int ec e of the Atlantic City hotel risk, we would 
have borne an expected loss ratio of from 65 to 75 percent. That just 
{ “i TO he, as TI said erore, an abnormal risk ; and whiy, | do 
not kn 


Mr. Riiopes. W hat amount did you have on this premium for the 


expense of the administration of the company 4 
Mr. Sarri. Roughly 17% percent. [| woul l say at that time group 
risks were figured to have an expected loss ratio of about 65 percent. 


Mr. Rroprs. Then you figured you possib ty would make 21% per- 
cent of t ie premium as profit to the « ‘company £ 
Mr. SmiryH. Yes, su 
Mr. Riopes. Why was this contract written as a 1-year term? 
Mr. Sairrn. Practically all group insurance is. It is written as a 
vear policy in most cases, with the premiums payable monthly. 
There becomes very much of a tendency to ask for policies guarantee 


1 


ing a longer peri «1 of time, but it is considered by most companies not 
to be ae 

Mr. Raicpes. I think you stated in your testimony that as to the 
Miami situation you had a contract for 17% percent commission fo} 
the first vear. and? » percent for subs equent years. 

Why was that not done in the » Atlantic ( City case ? 

Mr. Smiru. It was initially done in the Atlantic City case. The 
Atlentie City risk was originally written 17% percent the first year 
and 8 percent on renewal. 

Mir. Ritopes. When was the change made and why was it made? 

Mr. Smirn. As I said a few minutes ago, I believe at the end of the 
first vear. It took effect at the end of the first year, and IT think the 


dis sion on it Was made roughly at that same time; possibly the 11th 
or 12th onth. and it was made at the request of the acent for addi- 
tional commission because it was sucha fine risk, 


Mr. Ruopes. Will vou elucidate on that particular statement? You 
sald it was made at the request of the agent because it was such a 
fine risk, 

In other words, this was the company rewarding the agent for 
bringing in a contract which was a particularly fine risk. Is that 
what you mean ? 

Mr. Smriru. I would like to phrase that slightly differently. I 
would say it was the agent wishing more because the risk turned out 
fine. 

Mr. Ruopes. And the company acceded to his request? 
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Mr. Smiru. Yes, as pointed out, with consideration of the fact 


that there app mared to be here some thing where we wou 


number of policies e pecially going into one big nationwide plant. 
Mr. Ruoprs. Was the agent in the position of diverting that bu 
ness to mothe company if you did not accede to that requ a 
Mr. Smirn. Yes, sir; any agent is in that position on al \ ( 


insurance, 

Mor. RHODES. In other word . the ave t more or less “cold turk 
told American Casualty that either we rewrite this and get anot 
first-year commission on it, or the business w be placed in anot 
company ¢ 

Mr. Smirnu. I do not recall that. That might have been the ase 
I do ibt it might have been quite that crude if it were done. It could 
have been. 

Mr. Ruopes. But the intent was unmistakable, I imagine? 

Mr. SMIru. Honestly, I can’t recall. We do not party ularly desire 
to pay more than we have to, so I would say we would probably say 
it would be less. 

Mr. Ruopes. That was done each year for 5 years, the same thing? 

Mr. Smirn. It remained the same. 

Mr. Ruoprs. Do you know whether or not the trustees of the fund 
in Atlantic City knew of this particular situation, knew of the rewrit 
ing year after year, and the paying of a first-year commission year 
after year ¢ 

Mr. Smiru. | would assume not, As far as the policy being re 
newed each year, yes. As far as the amount of commission, no. 

Mr. Ruopes. Now, in comparing this contract with the Las Vegas 
contract again, in Atlantic City contract the individuals are not cov 
ered until they have worked for 90 days. Is that also true in the Las 
Vegas contract ? 

Mr. Smirn. Mr. Bruton Says he believes that Las Ve vas was covered 
after 1 month. 

Mr. Ruopes. Would that, in your opinion, either of you, have any 
effect upon the amount of profit which the company would make in 
a contract, comparing the two? 

Mr. Samiru. I don’t think there would be a great deal of difference 
between a 30-day waiting period and a 90-day waiting period. 

Mr. Ruopes. You don’t really think that. 

Mr. SMITH. No, sir. There would be a material difference bet ween 
a first-day coverage and 30-day wait. That is one of the complica 
tions in certain of these groups in connection with unions, that where 
you have itinerant labor, or where you have periods of increased and 
decreased employment, you have quite a problem unless there is a 
waiting period in there. 

Remember, it is entirely possible for a woman who, for example, 
may know that she is pregnant, that there are medical benefits to go 
to work. she works 2 weeks, gets insurance, the bill is paid. 

Mr. Wier. Mr. Smith was greatly perturbed about why the Atlantic 
City contract was such a juicy contract, a profitable contract is maybe 
a better word. The truth of the matter is, and I think we heard it 
yesterday, comparing the Las Vegas contract covering fifteen hundred 
employees and Atlantic City covering another fifteen hundred em- 
ployees, that the unemployment situation, or the turnover situation in 
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Atlantic City almost eliminates 50 percent of fifteen hundred people 
because it Is very seasonal, as the representative said yesterday. 

So you have 50 percent of the fifteen hundred people in Atlantie City 
that pay into it, beginning with the first day of employment, but never 
will receive anything because they don’t stay there 90 days, whereas 
In Las Vegas as those people are pretty steadily employed. Certainly 
you cannot deduct that,can you / 

Mr. Smiru. I think, Mr. Wier, there might be a little misunder 
standing there. We do not vet paid for those peop yle dur ing the period 
hen they don't have coverage. They have a 90-day w: aiting period. 
Their insurance then starts. Then when insurance starts their pay 
ments to us start, not previously. 

Mr. Wier. I understood him to say yesterday that deductions started 
when they 270 to work. 

Mr. Smiru. They do, sir. Those deductions are paid by trustees and 
a »tothe welfare fund, not tothe Insurance company. 

Chairman McConne.i. In your judgment, as an insurance man, 
when a group proved to be a cood risk, § as you hi ave spoken ot certs un 
groups, and there is a saving, you might say, is it necessarily correct 
that the broker would be the one that would. wet the bene fit from th: it. 
therefore you would give him a bigger commission? Is that sound ¢ 

Mr. Smiru. No,sir: we have changed it. 

Chairman McConneui. Did it seem sound to you at the time; is that 
correct 4 

Mr. Smiru. I would say to quite an extent; yes, sir. 

Avain, please bear in mind that there are expenses in vetting into 
a business. Now, here are two companies, let us say, both going into 
a group business. One company goes out here and hires 10 salaried 
men. They put them on the roll. They have their traveling expenses, 
they have their salaries. 

The purpose of those men is to develop business. 

(nother company says, “We are not eong to put out salaries. We 
are going to go to wages and we are going to make it attractive to the 
agent. We are cong to pay him a little more than the normal amount 
that is paid. That is roine to encourage him to place the business with 
us if he has it 

In the final analysis the COST of the two is probably ident eal. It IS 
simply done ina different way. 

Chairman McConnenn. Of course, Idon’t think the broker or agent 
or salesman of insurance has anvthine to do with the risk, He may 
select certain people, but I don’t think he has much to do with the risk. 
That depends on the people involved : does it not ? 

Mr. Smirn. Toa large extent: yes, sir. 

Chairman McConnetu. Not on the broker ? 

Mr. Siri. Some do a great deal to improve a risk, to keep after 
it, to make it better. 

You will find that in many cases the risk, the experience of the risk 
will depend to a great extent on t] e attitude of the policyholder. The 
policyholder may cs a union, or may be an employer, or may be joint. 
The avent or broker ean be | tremendo f factor in influencing and 
having the proper understanding of insurance. 

If an insurance policy is bought on the basis that this is an invest 
ment, we are cong to vet all the return out of it We can, We are paying 
i dollar, let us see if we can’t get $2 back from it. you have an en- 
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tirely different experience from the employer that goes out here, buys 
a group policy, he is interested in getting genuine protection. Ile 
realizes that the company that is providng that protection is in busi- 
ness for the purpose of making money, just as he is—not an undue 
amount, but to make a profit—and he does not want overpayments 
made. He does not want people covered that should not be covered. 

He does not wish malingering. He wants his people back to work, 
but he wants them to get fair payment. 

There are two different attitudes and they make all the difference in 
the world on the risk. 

Chairman McConnetu. Then you are not sure in your mind which 
it should be 2 When you say you have come to a conclusion, it is not 
a sound procedure Is that where a risk is good the money should be 
paid back to the workers, or they should reecive the benefits, or the 
workers should receive something out of it ? 

Mr. SMITH. I would Say my mind is CONnY inced on that. | was USINg? 
that as an illustration that the broker could be a factor. 

But I think there is a reasonable amount that should be paid and 
that is all. The best evidence of that is that we have changed our 
complete commission structure. 

Chairman McConnetu. Now, we heard yesterday that the agent 
Mr. Liever, I think, was the one that said it—participated in the 
formulation of the contract. How much does a broker participate 
with an insurance company in the formulating of the terms of the 
contract, actually ¢ 

Mr. Smiru. Now, I am not trying to duck that. I have to ask the 
question, Just what do you mean by formulation of the contract ? 

Chairman McConnett. Now, a contract is drawn up to cover work- 
ers. That contract is the final agreement which is worked out between 
the workers or the group taking insurance and the insurance company. 
Who formulates that policy ? 

Mr. Smiru. You mean the policy itself ? 

Chairman McConneuu. That is right. 

Mr. Smirnu. We use a standard policy form which is the same for 
all groups. 

Now, there will be variations to cover a particular situation, but 
that is pretty much of astandard procedure. 

Chairman McConne tu. In other words, the agent and the brokers 
have very little to do with the formulation of the final policy contract ; 
is that correct ? 

Mr. Smirn. The policy contract itself, no. They do not have very 
much to do with it. 

Now, I rather gained the impression—I sat here in the audience 
that the prime thing that was being brought out there was the formu 
lation of the benefits that were desired and this matter of waiting 
periods, or absences of waiting periods and periods for which benefits 
should be paid, whether weekly indemnity should be 13 weeks or 26 
weeks, or 52 weeks, whether hospital benefits should be $5 a day on 
$12 a day. , 

In other words, terms of that sort, IT was under the impression vester 
day, was the thing that was being discussed as the formulation end 
of the agent’s business. 
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Mr. Ruopes. The chairman has in mind, I think, the same question 
that I have had. So much of this business goes on bid. Now, you 
mentioned that you sell primarily on a standard contract. Presumably 
other companies sell also on a standard contract then. 

I just assumed that in order for the proper bids to be taken that the 
broker or some person who represents the union w ould devise the type 
of coverage which he desired and would then ask various companies 
to bid on that part icular type of coverage. 

Now, if you don’t issue business except on standard forms, I am at 
a loss to see how business can be transacted on a bid. 

Mr. Sairu. I see our point of confusion. When I speak of a stand- 
ard policy form, I mean various printed sheets. Now, let us just take 
for example, maternity coverage. We put maternity coverage in a 
policy. We may have 12 different forms of that. That is attached to 
a standard policy; in fact, those 12 forms in most cases are standard. 

On the other hand, today somebody might come with the 13th idea 
which we might adopt. I would say that 8 years ago there were very 
few specifics that came into the company. 

What usually came in was a request by an agent who said, “So-and-so 
is interested in group insurance, where I think I can get so-and-so 
interested in this group insurance send us a proposal.” 

That was just about what it amounted to. 

Now, today, it is not at all unusual for us to get in the mail 10-page 
mimeographed specifics of exactly what they want. 

As that has grown, there has been more deviations to what is still 
the standard basic policy form. 

Now, we have just been in the process, and are in the process, of 
completely redesigning all of our group forms and in order to issue 
a group policy we have to have a total of at least 75 to 100 different 
provision pages that go in a policy. 

In other words, we use a cover. Now, in that policy will go the 
various sheets which apply to the particular risk that is being writ- 
ten. There may be 6 sheets in there, but we may have to select that 
sheet out of 100. 

Yet we still consider that those would be a standard policy form. 

Do I clarify it at all? 

Mr. Ruopes. Yes, I think so. 

In other words, there is very little that is new under the sun, as 
far as insurance is concerned, and specifics are quite likely to follow 
some of these sheets which you have stacked away in the storeroom. 

Mr. Smiru. Then those sheets also, many of them, provide for type- 
writing in them where 1 or 2 lines may change. For example, every 
policy has a provision when they may come in, when is the insurance 
effective, on the day they were employed, on the first of the month 
succeeding the month they were employed, at the end of 30 days, 90 
days, and so forth. , 

Mr. Ruoprs. Would you agree that if I, as secretary of local No. 
672, would send out requests for group proposals and I received 20 
of them, that it would probably take an experienced insurance man, or 
even an actuary to tell me what is the best proposal ? 

Mr. Smiru. Yes, sir. 

_Mr. Ruopes. So that actually the only logical means of getting 
bids which can be understood is to prepare the specifics first and have 
the bids submitted on a uniform specification basis. 
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Mr. Smiru. It is very desirable. Now, at the same time, there is 
somebody that probably had to do a great deal of work initially to 
get some ideas that they had that were unsound out of the picture. 

Mr. Ruopes. That would be where the insurance consultant would 
probably come in # 

Mr. Suirn. Yes, sir. 

Mr. Ruoprs. And probably should work on a fee basis representing 
the union itself, or the trustees, rather than any one company ‘ 

Mr. Sarru. Well, that becomes a debatable question. I prefer not 
to answer it. It isa matter of personal opinion, 

Mr. Ruopes. I was making a statement. anyway. You ean dis 
regard the quest ion. 

Chairman McConnetu. You see, we are trying to formulate from 
these hearings some ideas as to how this should be handled and what 
types of action should not take place. That is what we are trying to 
determine here. 

It is a search for a general, broad handling of this whole matte 
It is a relatively new field. Apparently there has been a lot of abuse 
in parts of it, maybe some of it justifiably SO; maybe some of it not. 
That is what we are trying to find out by these hearings. They hav 
been very informative so far. 

Mr. Smirn. I think you will find, Mr. McConnell, that today the 
industry itself as a whole is doing a very excellent policing job of 
str: aightening up some situations that probably were not good in the 
beginning. 

Chairman McConnetu. Now, you have spoken about the profits on 
the type of insurance. I guess you carried it under group insurance. 
That would be where your profit or loss on this type of business would 
be carried ¢ 

Mr. Smiru. Yes, sir. 

Chairman McConnetu. Do we have any record of vour profit o1 
loss on this business for this committee ¢ 

In other words, how profitable has this been? I am told it is not 
so profitable here by one of the representatives in the insurance busi- 
ness, 

I wonder if we have any record of that. I would like to have it 
if it is available. 

Mr. Smirn. It is available. I do not have it here, but I can see that 
you get it. 

(The information referred to will be available for reference wher 
furnished. ) 

Mr. Granam. May [ask a question ? 

Chairman McConnetu. Mr. Graham. 

Mr. Granam. Mr. Smith, you said in dealing with the Atlantic City 
risk that, just like in fire insurance, one particular policyholder should 
not get a hundred-percent return if he didn’t incur any claims or pay 
ments. 

Now, then, in your company do you establish the cost of your insur- 
ance in the group field overall, or by particular labor unions involved 
in these trust contracts ? 

Mr. Smiru. We do, in the first place, very little labor unions, rela 
tively speaking, in comparison to the number of risks. We do a very 
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small amount of trustee business. We did a greater percentage of it 
back at the time we are discussing than we do now. 

It is, in our opinion, a little confusing and a little difficult to handle 
it and we are not interested in handling it as we were at one time. 

Mr. Grauam. You mentioned that your retention rate, and I pre- 
sume it is a trust arrangement with hosiery workers, was 8 percent? 

Mr. Smirn. Yes, sit 

Mr. Granam. With culinary workers in Atlantic City it was 3714 
percent. You said you had to maintain a high retention rate to over- 
ride the claims in the group field. 

Mr. Smirn. I get your question. May I answer it in two wi: ays? 

First, « ‘omin ¢ back to your original question, we use somewhat of a 
combination overall plus individual risks. 

Second, I would like to point out that the hosiery risk and most 
risks we have on the books tod: ay, were written subs sequent to our start 
into the business; that the Atlantic City risk was almost in the category 
of one of our original risks and we learned a oreat deal and we found 
some theories we might hold were not so 2ood and would not stand up 
overa period of time. 

But today there would not be such a deviation or difference in risks. 

Mr. Granam. There was for a 5-year period, though, you main- 
tained that retention rate. 

I was wondering whether what is fair for one is fair for all. 

Mr. Sairn. But it takes time to change situations. You don’t 
change something overnight. 

Mr. Granam. Now, then, coming back, was that Atlantic City busi- 
ness let ona specified coverage bid ¢ ¢ 

Mr. Smirn. I think initially that there were somewhat general spec- 
ifications. Frankly, I am going on memory and I say I think; I am 
not positive. 

I believe that there was finally pretty specific specifications on which 
all companies bid, although it is my recollection that there was still 
some difference between coverages and benefits suggested by various 
companies. 

Mr. Granam. In line with the question that Mr. McConnell raised 
on a good risk with a good low-claim experience, the incentive is not 
oiven to the policyholder to maintain a low claim experience in your 
method of doing business: is that correct ? 

Mr. Smirnu. No, sir; it was not done in connection with this particu- 
lar risk, and one other. It is now done with all of them. There have 
been no ~ such as these made in the past several years and, 
as you have already learned, those are being eliminated so that the in- 
centive to th a evholder will be that- 

Mr. Granam. But for? 5 years there were not any. 

Mr. Suirn. With those two particular groups of risk. ves. 

Mr. Granam. You mentioned that you were goin ig to origin: lly re- 
duce the commission from 171 » percent for the first year to 8 percent 
commission for the succeeding years for renewals and you also men- 
tioned that you anticipated an overall policy covering the culinary 
workers. 

How was this to be engineered ? 

Mr. Surru. Just what do you mean by engineering ? 

Mr. Granam. How was this to be worked out ? 
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Mr. Smiru. You will find, No. 1, that salesmen are always attempt 
ing to do something bigger and better and stronger and group insur- 
ance Was coming in quite heavily; here was a group that was written, 
immediately almost there was a second one, and then a third, and the 
salesman obviously immediately thought “How can I work this in one 
big overall plan?” 

It appeared to us as he discussed it that there was a possibility maybe 
he can. 

Mr. GRAH \M. Did he olve you some assurance that he had the inside 
track in the culinary workers union ? 

Mr. Smiru. I would say he indicated that he thought he had good 
connections. 

Mr. Granam. With whom? 

Mr. SmirH. With the union. 

Mr. Granam. With whom in the union ? 

Mr. Smiru. I don’t know. 

Chairman McConnett. Mr. Graham, going back to your question 
a little bit before, I think you said ~ sounder policy was adopted for 
all other policies, but for these two; is that correct? Did I hear you 
say that ? 

Mr. Suiru. Yes, sir; the two groups of policies 

Chairman Mc CONNELL. [I was wondering why these two were de- 
layed so long in the change, why you delayed so long in changing these 
two. ; 

Mr. SuirnH. Purely because of the difficulty in getting changes of 
that type made. 

Let us assume that I am a salesman and let us assume that I am 
compensated on a commission basis, and let us assume that the par 

ticular product that is being sold the company is the manufacture of 
Iam going to resist to the utmost any attempt of that manufacturer to 
reduce the amount of my compensation or commission. 

Chairman McConne.u. In other words, these two contracts were so 
good that you did not change them. 

Mr. Smirn. On the other hand, this manufacturer is finding that 
the salesman is relatively safe to do business with; that the business 
that is being developed is relatively safe, so he does not wish to get too 
terrifically tough. So he tries to work it out. 

Mr. Ruopes. Yesterd: ay Mr. Liever stated he voluntarily came into 
the office of the American Casualty Co. and said there will asi no more 
of this evil contract, the retrospective commission. 

Would you then say that that was not the situation ? 

Mr. Surrn. I attempted to explain a while ago, probably rather 
poorly, that I think that frankly both parties think that they may have 
been the people who were responsible for something. 

Mr. Ruopes. Would you say, then, that as far as your reaction is 
concerned that you think American Casualty Co. was primarily re 


sponsible for the change in the rate schedule of these two contracts? 
Mr. Suirn. I think 


Mr. Ruopes. Instead of Mr. Liever being primarily responsible ? 

Mr. SuitnH. I would. At the same time I think there would be a 
opportunity for an honest difference of opinion. 

Mr. Granam. Mr. Smith, coming back to Mr. Me ‘Connell’s questior ) 
a while ago, these two contracts were so good you did hesitate to 
change them; is that correct ? 
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Mr. Smiru. We didn’t wish to do anything to jeopardize our having 
the opportunity of continuing them. 

Mr. Granam. How many brokers other than Mr. Liever have sold 
group insurance for you, just roughly 4 

Mr. Smiru. Two hundred. 

Mr. Granam. Do any other brokers get that 1714 percent ? 

Mr. Smiru. There are a - w risks, yes, and there were risks in the 
past whe re the \ did. The ‘re are very fe WN tod: ly. 

Mr. Granam. Did they get it iene than the first year? 

Mr. Suirn. May I add one other point ! 

Mr. GranAm. Yes. 

Mr. Surru. Again, when we get into a sliding-scale basis of com- 
mission depending on the sizes, many risks will get 1744 percent or 
even 20 percent the first year, 

Mr. Granam. But do you have any others though that after the 
first year paid 1714 percent ? 

Mr.Smirn. Some. Very few; yes, sir. 

Mr. Graunam. Were t they in these trust-fund arrangements, do you 


ecall ? 
Mr. Sairn. No.sir. Mr. Bruton tells me no. 
Mr. Grauam. This is the only trust-fund arrangement where this 


was perpetuated 4 
Mr. Samira. Yes, sir; the only one. 
Mr. Granam. Now, then, do you think that a consultant who puts 


out bid specifications should receive as his compensation the commis- 
sion on insurance that is let ? 

Mr. Sairru. This matter of consultants is a rather confusing one. 
Frankly, I don’t know how to answer your question. If a consultant 
is appointed by the risk, the policyholder, whoever it may be, the 


trustee fund, or whatever it is. as the agent of record, the fact is known 

n the first place that he is voing to be the agent of record and if he 
then secures bids from a half dozen or some given number of compan- 
ies, With their knowledge that, look, that man is going to be the agent, 
I thi ink that is probably all right and I think it would be all right that 
he be compensated from the age ney commission st: indpoint. 

On the other hand, we much prefer that we do business with our 
regularly established agencies and not through so-called consultants. 

Mr. Ruopes. Would you qualify that enough to say that would be 
the situation if the specifications were put out identically and bids 
were all made on the same set of specifications ? 

Mr. Surrn. And that it be known in advance that they were to be 
the broker of record. 

Mr. Granam. Following that up a little further, Don’t you think 
that it would have some influence on the man who was making the 
recommendation if he could obtain a higher commission from one 
company than from another ? 

Mr. Samiru. It quite possibly would. 

Mr. Granam. In other words, it would tend to slant his view and 
possibly his selection of a carrier ? 

Mr. Snrru. It certainly would influence many people. Tt would 
only be human nature. 

Mr. Ruopes. Should that not be a part of the specifications of the 
policy that certain commission should be paid ? 


—————— 
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Mr. Smiru. Now, we come in a very, very debatable subject. Is it 
anybody’s business what my salary is 4 

Mr. Ruopes. Yes; it is when you are acting as fiduciary. It is very 
definitely the business of the people who are trustees and there is a 
public interest in it. 

Mr. Smirn. In some States the insurance departments take the posi- 
tion that it is absolutely wrong if the amount of the commission is 
known. Another State may take a different viewpoint, but we do 
have conflicting views among regulatory bodies on that. 

Mr. Ruoves. Without intending to debate with vou, I think you 
will find in a situation which is a quasi-trust situation, as an insurance 
consultant would be in as the situation was outlined, that the public 
interest would probably demand, and probably all the insurance de- 
partments would uphold, the disclosure of the commission. 

Mr. Smiru. From our standpoint it would be desired. 

Mr. Granam. May I review the Atlantic City risk just once more 
for the record? There was over the period of 5 years some $166,000 
paid in premiums? 

Mr. Smiru. Yes, sir. 

Mr. Granam. What were the payments that Earl Liever realized 
out of that? 

Mr. Smiru. The total commissions ? 

Mr. GranAm. Yes, sir. 

Mr. Smiru. Approximately $45,000. 

Mr. Grauam. How much did the company realize out of that? 

Mr. Smitu. For expenses and profits, or profits 

Mr. Grauam. Altogether, exclusive of claims. 

Mr. Smiru. Exclusive of claims? 

Mr. Grauam. Yes, sir. How much did the company retain after 
paying claims. 

Mr. Smiru. I said approximately $45,000 out of the $166,000, that 
would leave approximately $121,000. 

Maybe I am getting confused now. 

Mr. Grauam. I mean other than commission. Now, what I would 
like to get is the amount of premium, the amount paid in commissions, 
the amount that was retained by the company over and above the com- 
mission, and the amount of claims paid. 

Mr. Smirn. May I then just give the total figures here as I have 
them ? 

Mr. Grauam. Yes, sir. 

Mr. Smitu. I show a total premium of $166,329.35 

I show commissions, direct commissions, of $29,107.61. 

I show this contingent commission of $17,267.81. 

Mr. Granam. Both of those were paid to Ear! Liever ? 

Mr. Smiru. Yes, sir. 

What remains was then available for the company and losses. 

Mr. Granam. Then how much in claims was paid ? 

Mr. Smiru. $54,170.55. 

Mr. Granam. That leaves approximately $66,000 that was retained 
by the company ? 

Mr. Smiru. Yes, sir. 

Mr. Granam. That is all. 
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Mr. Smirn. And, may I add, which was used for the payment of 
claims on other risks where the claim payments exceeded the amount 
of the premiums. 

Mr. Granam. I was speaking of this one. 

Mr. Smirn. Yes, sir. 

Mr. Granam. What I was trying to get at is that they paid $166 000 
in premiums and out of that $45,000 was paid in claims in this in- 
dividual case. 

That is all. 

Mr. Miiier. Mr. Chairman ? 

Chairman McConnett. Mr. Miller. 

Mr. Miruer. I have been listing these figures as they were given. 
As T have it, a résumé here would be that out of $166,000 approximately 
received in biggie that is right, is it not ? 

Mr. Smiru. Yes,s 

Mr. Miner. Aout $54,000 was paid out in claims? 

Mr. Smirn. Yes, sir. 

Mr. Mitxier. About $46,000 paid out in commissions to Mr. Liever ? 

Mr. Smiru. Yes, sir. 

Mr. Mitier. And approximately $66,000 not profit, necessarily, but 
at least retained by the company ¢ 

Mr. Sirn. Yes, sir. 

Mr. Mitier. This was annually; was it not? 

Mr. Smirn. No, sir: that is total. 

Mr. Mirier. Isn’t it rather remarkable that through a period of 
5 years that the one agent should receive in commissions $16,000 out 
of the total of $166,000 and almost as much as the entire amount 
retained by the company ¢ 

Mr. SmitH. Most unusual. 

Mr. Minuer. However, that is over a period of 5 vears, approxi- 
mately ? 

Mr. Smirn. Yes, sir. 

a Mitier. That would average about $9,000 a year that this one 

vent received in oe business with this one union ? 

aie. SmitrH. Yes, s 

Mr. MiILurr. aa: 1 believe that Mr. Liever told us yesterday that 
he was representing 15 or 18 unions. If he was doing this well with 
each one of them—perhaps he was not—it would look to us as if he is 
receiving an exorbitant compensation for his services, if this is com- 
parable with the rest of his activities. 

Mr. Smiru. Mr. Miller, it would appear that same way tome. Now, 
I cannot speak for business he may have with other companies, but 
the business that he has with us, this has not been true and I quoted 
here rather rapidly, figures on certain of the other risks in connection 
with the culinary workers he had with us where the commissions did 
not attain any percentages near that. 

Mr. Wetrmer. I have one more question, Mr. Smith. 

Going back to this fact that you have canceled this retrospective 
commission arrangement and you are going to send it to the policy- 
hol ler in the form of a retroactive rate ¢c redit, in the teamsters, for 
example, who would get it? Is the employer the policyholder in the 
teamsters’ case, or does he pay the premium and the union hold the 
policy ? 
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Mr. SMITH. ‘The policy Is issued in the name of the union and ea¢ h 
of the individual employers, of which, as I recall it, there were some 
100 or 150. 

Mr. Weirmer. In this particular case of the teamsters / 

Mr. Smiru. The return would have to be made to the individual 
employers. 

Mr. Weurmer. The return would be made to the individual employ 
ers and not to the policyholder who, because of the per uliar ecireunMm 
stances, is the union, but, of course, the employer pays the premium / 

Mr. Smirn. Yes. 

Mr. Wetrmer. That is all I have at this time. Mr. Chairman. 

Chairman McConneun. Are there any further questions / 

Mr. Wier. Mr. Smith, has your company got any other union wel 
fare policy outside of what Mr. Liever brought to you! 

Mr. Smitrn. Yes, sir. 

Mr. Wier. They were brought in by other agents ¢ 

Mr. Smirn. Yes, sir. 

Mr. Wier. How many do you have? 

Mr. Smirn. I would think approximately 8 to 10. 

Mr. Wrer. How many? 

Mr. Smrrn. Kight to ten. Mr. Liever does not do all of his busi 
ness with us, Mr. Wier. 

Chairman McConnewi. If there are no more questions, that will 
be all. 

Mr. SMITH. If | may add one more word 4 

Chairman McConneuu. Yes. 

Mr. Smiru. I would appreciate your getting a picture here of 
not Just 1 or 2 individual risks, but please try to see how as a com 
pany sitting here we did give, rightly or wrongly, consideration to 
certain combinations of risks or to various risks emanating from what 
appeared to be one eentral union source and when we take those in 
combination you do not see a picture that shows up in exactly the same 
way that this does. 

Thank vou. 

Mr. Wi R. Is that in defense of your ¢ ompany, or in defer se of this 
whole industry that this committee has heard much from ? 

Mr. Suirn. Both, sir. 

Mr. Wetr. I don’t think the evidence that has been submitted before 
this committee. brought to the attention of this committee, would beat 
that out, any such defense as that. 

Mr. SMITH. Would you like to have me bring up more fioures ¢ 

Mr. Wier. You spoke for your company. We are speaking of the 
whole insurance field. 

Mr. Smirn. I see. 

Chairman McConnewy. I might say, Mr. Smith, that this primarily 
is an investigation of union welfare funds and their handling; also 
what the retention should be; what is needed in the future to protect 
the interest of workers. 

It is apparently leading into many different fields. It is broadening 
out in scope as I observe it and I do not know what the future com 
mittees will decide. 

I will not be chairman next year and it will be up to the new chair 
man to decide what field he wishes to pursue and how much further he 
wishes to gO into this matter. 











438 INVESTIGATION OF WELFARE AND PENSION FUNDS 


I might say that it is leading into many fields, I can see that from 
this testimony. 
Thank you. I 
Mr. Smirn. Thank you, gentlemen. 
Chairman McConne.u. Now, the committee will adjourn until 2 
p. m., when we will have before us Mr. Edgar A. Parkhurst and Mr. 
Arthur A. Peisner. 
(Thereupon, at 12 o’clock noon, the committee recessed, to recon- 
vene at 2 p. m. same day.) 


AFTER RECESS 


Chairman McConne.u. The hearing will please come to order. 

The first witness this afternoon—there has been a slight change 
will be Mr. Frasch. 

Raise your right hand. Do you solemnly swear to tell the truth, 
the whole ek and nothing but the truth, so help you God ? 

Mr. Frascn. I do. 

Chairman McConneuu. Please be seated. Proceed, Mr. Weltmer. 


TESTIMONY OF HERMAN F. FRASCH, AUTOMOBILE INSURANCE 
UNDERWRITER, GETTYSBURG, PA. 


Mr. Wettmer. State your name, please. 

Mr. Frascu. Herman F. Frasch. 

Mr. Wetrmer. And your present occupation ? 

Mr. Frascu. Automobile insurance underwriter. 

Mr. Wettmer. Where is your home now? 

Mr. Frascn. 105 East Broadway, Gettysburg, Pa. 

Mr. Wetrmer. Did you work for American Casualty ? 

Mr. Frascn. Yes, sir. 

Mr. Wetrmer. What were the dates? 

Mr. Frascn. Roughly April of 1946 until roughly August of 1950. 

Mr. Wettmer. You were in the group department at that time? 

Mr. Frascu. Yes, sir. 

Mr. Wetrmer. W hat were your duties? 

Mr. Frascu. I was an underwriter in the group insurance depart- 
ment. 

Mr. Wetrmer. Was the group department just starting when you 
started to work in it? 

Mr. Frascu. No, sir: but it was small. 

Mr. WELTMER. Smaller than it is now? 

Mr. Frascnu. Yes, sir. 

Mr. Wettmer. Who was your immediate superior ? 

Mr. Frascnu. Mr. Darrell O. Smith. 

Mr. Weirmer. Are you acquainted with Mr. Ear! Liever? 

Mr. Frascu. Yes, sir. 

Mr. Wetrmer. What was his capacity at the time you were dealing 
with him? 

Mr. Frascu. He was an agent for the American Casualty Co. 

Mr. Wetrmer. He was an agent for the company ? 

Mr. Frascn. Yes, sir. 

Mr. Wetrmer. You were connected with the start of these Atlantic 
City hotel policies; were you not? 
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Mr. Frascu. Yes, sir. 

Mr. Wetrmer. Were you connected with the group department in 
American Casualty, and would you tell us what your job was there, 
and what you did ¢ 

Mr. Frascu. My job with the American Casualty Co. at that time 
was to gain information so that we could properly underwrite a group 
in order that we as a company could show a profit. 

Mr. Wetrmer. To go back to these Atlantic City hotel policies for 
just a moment, would you briefly tell the committee how this started, 
and how the business came about, and how the contact worked out 
in the inception of the policy ? 

Mr. Frascu. Yes, sir. I was directed by Mr. Smith to proceed to 
Atlantic City with Mr. Liever, and there to work on a group of em 
yloyees called the local union of culinary workers. We proceeded to 
Kew Harbor, and there Mr. Liever made a phone call. Mr. Liever then 
came back to the car and we proceeded along the highway until a 
man was standing on the side of the road which turned out to be 
Mr. Gould. 

We then went to Mr. Gould’s house. At the meeting which ensued, 
there was Mr. Ross, Mr. Gould, Mr. Liever and myself. 

Mr. Wetrmer. What was the date of that meeting? 

Mr. Frascn. Sir, roughly 6 years—— 

Mr. Wetrmer. Do you remember what month in 1948 ? 

Mr. Frascu. No, sir; I don’t. 

Mr. Wetrmer. Was it in the summer ¢ 

Mr. Frascu. I believe so. 

Mr. Wevrmer. Who was Mr. Gould, and what was his capacity at 
that time ? 

Mr. Frascn. Mr. Gould at that time I believe was the secretary 
treasurer of the local culinary workers union. 

Mr. Wevtmer. What was Mr. Ross’s capacity ? 

Mr. Frascn. Mr. Ross was the head of the International Culinary 
Workers Union. 

Mr. Wetrmer. Was there anyone else present ? 

Mr. Frascu. No, sir. 

Mr. Wetrmer. Could you tell me briefly what happened at that 
meeting ¢ 

Mr. Ifrascu. Yes, sir. At that meeting the bids were looked at, and 
I pointed out the superiority of the American Casualty Co. proposal. 

Mr. We_trmer. You say superiority of the proposal. Was American 
Casualty the lowest bid ? 

Mr. Frascn. Sir, I can’t remember. The rates were very competi- 
tive, and I can’t remember what the exact rates were. 

Mr. Boscn. You say the bids were opened. Were there other bids 
besides the American Casualty in the hands of Mr. Gould at that 
time ? 

Mr. Frascu. Yes, sir. 

Mr. Wetrmer. You state in your memorandum which was in the 
American Casualty files, dated July 26, 1948, you thought that the 
Travelers had had the best proposal at the time. Is that correct? Do 
you remember the incident ? 

Mr. Frascn. Yes, sir. 

Mr. Wertmer. Did American Casualty get the business ¢ 
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Mr. Frascu. Yes, sir. 

Mr. Wenrmer. In your memorandum you further state that you 
thought it was a shady deal. Will you tell the committee what started 
that impression in your mind, and what made you think that? 

Mr. Frascu. Sir, it was my duty to collect all information that I 
could regarding the group. I did not like the meeting at Mr. Gould’s 
home, and I did not like the looking at the bids beforehand, before 
they were awarded. 

Mr. Weirmer. Was there anything else you meant by that phrase, 
or is that the entire context of your impression at that time ? 

Mr. Frascu. Sir, I believe as far as I can remember, that is all that 
I meant by my memorandum. 

Mr. Wetrmer. Who were the bids opened by ? 

Mr. Frascn. Mr. Ross. Perhaps I had better inject a statement 
here. that they were not opened ; the bids were already unsealed, but 
Mr. Ross went through the motion of pulling them out of the envelopes. 

Mr. Weurmer. Taking them out of the envelopes and looking at 
them ? 

Mr. Frascn. Yes, sir. 

Mr. Wetrmer. You say the bids were opel ed ahead of time. What 
do vou mean by ahead of time ? 

Mr. Frascu. The bids had not vet been awarded or the contract had 
not vet been awarded. 

Mr. Weirmer. Is this the customary or usual procedure ? 

Mr. Frascn. No. si 

Mr. Wri MMER. I) other words, that they were opened before the 
customary time that they would normally he opel ed? 

Mr. Frascn. Yes, sir. 

Mr. Wertrmer. What advantage could be gained by opening these 
hids ahead of time? 

Mr. Frasen. A bid could be obviously forewarned is forearmed, a 
bid could be changed, benefits could be raised. 

Mr. Werrmer. In other words, it would be possible for one company 
to reconstruct their proposal in order to obtain the business, 

Mr. Frascn. Yes, sir 

Mr. Wetruer. I would like to quote again from this memorandum 
In wh ch it says, at was my\ thought in reviewing all of the proposals 
that Travelers had subm tted the best.” Would you care to comment 
on that ? 

Mr. Frascu. Sir, asa specialist at that time in that type of business, 
I obviously saw points of superiority in various groups. and it was my 
opinion that they were the best, and perhaps not ratewise, but perhaps 
benefit wise. 

Mr. Weutrmer. It might be possible that they would both have the 
Same charged rate, but one would be a better policy ora better proposal 
beeause of the benefits offered for that rate. 

Mr. Frascn. Yes, sir. 

Mr. Weurmer. And the rate is not the final determining thing. 

Mr. Frascu. No, sir. 

Mr. Wetrwer. Was there a representative of any other company 
present at that meeting? 

Mr. Frascnu. No, sir. 

Mr. Ruopes. Do you think that you knew that Travelers’ bid was 
hetter because of your position as a specialist in the industry, or do you 
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think that anybody with an ordinary education should have known 
that ? 

Mr. Frascu. No, sir; I believe I only knew that because of my 
familiarity with the group business at that time. 

Mr. Ruopes. It was, or there was not an obvious difference, then‘ 

Mr. Frasci. No, sir. As I pointed out, Travelers conld have, and 
I can’t say that they did, could have paid higher hospitalization bene 
fits. but we of course could have had a better surgical schedule, and 
I would of course have pointed out our surgical schedule. 

Mr. Minter. Pardon me. You are speaking in your capacity as an 
expert, I believe, on this subject. 

Mr. Frascu. At that time, sir. 

Mr. Miter. Now, is it not possible that perhaps—do experts al 
Ways agree / 

Mr. Frascu. No, sir. 

Mr. Mituer. You did not tell us in what particulars you considered 
this Travelers contract superior to the others. Could you inform the 
committee on what you based your opinion, as an expert / 

Mr. Frascn. Sir, I don’t believe I could do that, because that memo 
was written 6 years ago, and I have not seen the file for 4 years, at 
least 4 years, and I cannot remember all of the details. 

Mr. Minter. Then it was only a matter of opinion as far as we are 
concerned ¢ 

Mr. Frascu. That was my opinion. 

Mr. Mitver. It was only a matter of opinion and you are not giving 
us any facts to sustain your opinion 4 

Mr. Frascu. No, sir, I can’t give you any facts to sustain the 
opinion. 

Mr. Miturr. In other words, there might have been other experts 
if they had been there that would have disagreed with you perhaps ? 

Mr. Frascu. Yes, sir. 

Mr. Mitier. That is all. 

Mr. Wetrmer. Were there any employer trustees present at this 
meeting ¢ 

Mr. Frascu. No, sir. 

Mr. Wevrmer. Were any of these people present whom you name 
employer trustees ¢ 

Mr. Frascu. No, sir. 

Mr. Wevrmer. I think it would perhaps save time and clear up the 
matter if I would read this entire memorandum. This is Mr. Frasch’s 
memorandum. It was in the American Casualty files, dated July 26, 
1948. 

MEMORANDUM FOR FILE 


Subject : Hotel and Restaurant Employees Union, Atlantie City 

I met with Mr. Liever, Mr. I. Gould and Mr. B. Ross on July 21 at Pleasant 
ville, N. J., to discuss the various group proposals submitted by 8 or 10 com 
panies. , 

Mr. Gould impressed me as being relatively honest, Mr. Ross as being some 
what of a crook. Mr. Gould * * * will do a job and get the best proposal for 
the group. Mr. Ross and Mr. Liever were attempting to talk him into taking 
the American Casualty Co. It was my thought in reviewing all the proposals 
that Travelers had submitted the best. 

Mr. Gould during the course of conversation assured me that he had teld Mr 
Gale that he considered Mr. Liever the agent for the American Casualty Co 
and requested that Mr. Gould secure another company. 

During the course of the discussion all rates were compared based on a 21 to 
31 percent female and a 31 to 41 percent female participation. Dependents bene 
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fits were not up for discussion and we will insure only the employees of the 
various hotels. The rates for the American plan for 31 to 41 percent female are 
accidental death and dismemberment $1,000, $0.09; hospital benefits $6, $60 
miscellaneous fees for 31 days, $1.01; surgical benefits $150, $0.54, and medical 
expense benefits, $0.47. Medical expense benefits pay $3 at the home or hos- 
pital and $2 at the doctor's office starting with the fourth visit accident or fourth 
visit sickness for a maximum of $150, 

I had to give a plan for 21 to 31 percent female and the cost was discounted 
10 percent for medical as I did not have at that time a calculation sheet with 
me. This was in line with what Equitable was doing so I felt safe. 

The cost for accidental death and dismemberment for 21 to 31 percent female 
participation is $0.09, hospital benefits $0.94, surgical benefits $0.50, and medical 
expense benefits $0.42. The final rate must of necessity depend upon the per- 
cent of colored and female which we are to insure. This factor is unknown at 
the present time. 

It developed later in our discussion that temporary summer employees were 
not to be insured as there is a three month waiting period before employees 
are to be insured. 

The meeting finally ended with a discussion of Ross and Gould as to working 
conditions. I think that perhaps this item will come up during the meeting today 
and tomorrow and that they will not be able to get on the hospitalization portion 
for a week, 

I frankly wish that we would not receive the insurance as I feel that it is 
a shady deal of which I want no part. 

H. F. Frascn. 

P. S.—Mr. Liever assured me that he would get the letter of authorization from 
Mr. Gould. I have every reason to believe that Mr. Gould will give this to him 
as soon as Liever requests it. Liever did not feel free to request it last night 
though I pressed him for it several times. H. F. F. 


Do you know why your company then received the business instead 
of Travelers? 

Mr. Frascu. I presume that Mr. Liever gained the business for us. 

Mr. Wetrmer. Do you know how he did that? 

Mr. Frascnu. No, sir, I do not. 

Mr. Weirmer. Did he do that through his connection with Mr. 
Gould ? 

Mr. Frascu. I presume so, sir. 

Mr. Wettmer. What was his connection with Mr. Gould, do you 
know, any relationship ? 

Mr. Frascu. Friendly; they were friends, that is all I know, sir. 

Mr. Wetter. In other words, there was an obvious spirit of co- 
operation between Mr. Gould and Mr. Liever? 

Mr. Frascn. Yes, sir. 

Mr. Weitmer. Did you have two separate bids with you at this 
meeting ? 

Mr. Frascu. Sir, I must have. 

Mr. Wettmer. Did you have two separate bids? 

Mr. Frascn. Sir, I can’t remember. 

Mr. Wetrmer. To the best of your knowledge? 

Mr. Frascn. To the best of my knowledge I had two bids. 

Mr. Wetrmer. So that after you surveyed all of these bids, you 
submitted the lowest cost bid ? i 

Mr. Frascu. No, sir, not necessarily. I submitted the bid based on 
my underwriting judgment, on the correct cost or the correct premium 
for the elements involved. 

Mr. Wetrmer. In other words, this variable factor we are discuss- 
ing here involved possible benefits on a percentage of female partici- 
pation and such things as that? 

Mr. Frascu. Yes, sir. 
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Mr. Wetrmer. It was not necessarily the lowest rate or the lowest 
cost ¢ 

Mr. Frascu. No. 

Mr. Grauam. It was the best competitive bid, though, perhaps? 

Mr. Frascu. Sir, what do you mean by competitive ? 

Mr. Granam. Well, you had at least two different bids in your 
hands, and so the one you submitted would be the one that was the 
most salable under the conditions in competition with the other bids. 

Mr. Frascu. The bid submitted would be the one based on the correct 
percentage of female participation. 

Chairman McConne.t. That was my understanding, that it de- 
pended on the type of person being insured. 

Mr. Frascu. Yes, sir. 

Mr. Wetrmer. You had some leeway, though, in benefits that you 
could put in or take out, as to which benefit sheet you would attach and 
so on. 

Mr. Frascu. I would attach, yes, the correct benefit sheet, or the 
correct cost, and actually because the benefits were the same under 
“ach plan, and the cost would be somewhat higher. 

Mr. Ruopes. Had both bids been filled out before you left the office 
in Reading ? 

Mr. Frascn. Yes, sir. 

Mr. Ruopes. And were any blanks in the bids, or were there any 
blanks at all in the bids ? 

Mr. Frascn. No, sir. 

Mr. Ruopes. Were any figures in the bids changed subsequent to 
the time you left the office in Reading? 

Mr. Frascu. No, sir. 

Mr. Ruopves. Thank you. 

Mr. Wetrmer. But you did have this leeway to exercise in your own 
judgment which would work out the best for the company ? 

Mr.Frascu. Yes, sir. 

Mr. Wettmer. What you are saying was that you had this private 
meeting, Mr. Frasch, in the home of interested individuals, before 
the normal time for opening bids, and that bids were examined, and 
that you had two separate bids; is that correct ? 

Mr. Frascu. Yes, sir. 

Mr. Wetter. And asa result of this private discussion, the business 
went to American Casualty, which in your opinion was not the best 
bidder under all of the circumstances. 

Mr. Frascu. That was my opinion, sir. ; 

Mr. Wettmer. Did competitor companies have any opportunity at 
this time to—— 

Mr. Frascu. No, sir, I was the only member of a company present. 

Mr. Wier. Did Mr. Liever as an agent, as a wildcat agent, was he 
representing any other of the insurance companies there ? 

Mr. Frascu. No, sir, I don’t believe so. 

Mr. Wier. He did not represent any company, but American Cas- 
ualty at that meeting? 

Mr. Frascu. Yes, sir. 

Mr. Wetter. Mr. Frasch, you remember we talked in Harrisburg 
about the commission that Mr. Liever received. Do you remember 
what his commission was on this particular case ? 

Mr. Frascn. Yes, sir, it was 1714 percent. 
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Mr. Wetrmer. Do you remember anything that Mr. Liever said or 
remarked to you in general about that commission, whether it was high 
enough or low e nough, or enough, or not enough 4 

Mr. Frascn. Later at one time, sir, he mentioned the fact that he 
was not making enough commission, and that he needed more. 

Mr. Wetrmer. Did he tell you why he needed more ¢ 

Mr. Frascu. No, sir. 

Mr. Wetrmer. Did he tell you it was costing him more than he was 
making ? 

Mr. Frascnu. No, sir, I don’t believe so. 

Mr. Wetrmer. What was his reason for saying that he did need 
more, do you know ? 

Mr. Frascn. Sir. I don’t know. 

Mr. Werner. How could it cost him more ? 

Mr. Frascu. It could be a number of things. It could be the cost of 
installation, or it could be the fact that he was paying someone, it 
could be the fact that he had undue costs with regard to th: at partic ular 
oToU >. 

Mr. Wetrmer. You mean he had large expenses in connection with 
this ? 

Mr. Frascn. Yes, sit 

Mr. Wetrmer. Do you have any idea what those expenses were, 
or to whom they were paid ? 

Mr. Frascu. No, sir. 

Mr. Wetrmer. I think that is all I have. 

Chairman McConnetu. Are there any other questions ? 

All right. Thank you, Mr. Frasch. 

Mr. Frascu. Thank you, sir. 

Chairman McConnetu. The next witness will be Mr. Edgar C. 
Parkhurst, employed as an accountant for our committee. 

Raise your right hand, please. Do you solemnly swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Parkuurst. I do. 


TESTIMONY OF EDGAR PARKHURST, ACCOUNTANT 


Mr. McCanr. Mr. Parkhurst, you are a former special agent 
accountant for the FBI, and you have recently retired after 25 years of 
service: is that correct, sir? 

Mr. Parkuourst. Yes, sit 

Mr. McCabe. During your employment by the FBI, you were en- 

aged in various accounting investigations, such as Federal bank law 
so bankruptey, antitrust, and frauds against the Government ; 
is that correct ? 

Mr. Parkuurst. Yes, sir. 

Mr. McCanr. You have been engaged by this committee to make 
a survey of the operations of health and welfare plans administered 
by Mr. Arthur Peisner; is that correct ? 

Mr. Parxuvrst. It is. 

Mr. McCane. In that connection, you have reviewed certain data 
obtained by other accountants engaged by this committee, and also 
reviewed reports of certified public accountants e mployed at various 
times by the different health and welfare plans; is that a correct 
statement, sir? 
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Mr. Parkuurst. That is true. 

Mr. McCape. Will you identify for the committee the various 
trust funds under the administration of Arthur Peisner in Washing 
ton, D.C. ? 

Mr. Parxuurst. A Washington area carpenters’ trust fund, the 
painters’ insurance fund, the ironworkers’ trust fund, the operating 
engineers’ trust fund, and five — laborers’ funds identified as 
laborers’ funds No. 1, No. 2, No.3, No. 4, and No. 5. 

Mr. McCasr. W at did you find to be the total moneys contributed 
into these funds by employer contributors and so-c alled self-con 
tributors from the beginning of the funds to the end of the last fiscal 
year in 19544 

Mr. Parkuurst. The funds began on different dates, but from the 
beginning of each fund up until the last accounting report the total 
contributions by employers and self-contributors was $4,702,783.20 

Mr. McCapr. Could you give us an estimate of the time period 
covered during which these sums were paid ? 

Mr. Parkuurst. The earliest fund was the painters’ fund which 
began in September of 1949, and the most recent one in Washingto 
area was laborers’ fund No. 5, which began in October of 1952.) Thi 
others were in between those two dates. 

Mr. McCapr. Are all of the benefits under these funds insured 
by insurance companies ? 

Mr. Parkuurst. Only the benefits relating to life insurance, lis 
memberment, and accidental death, with respect to all of the trust 
funds except the ironworkers’ trust fund, and in that particular in 
stance the hospitalization was covered by insurance companies. 

Mr. McCasr. Can you tell us of the total contributions received, 
how much was paid in premiums to insurance companies / 

Mr. Parxuurst. The total amount of insurance premium paid out 
by this group of 9 funds was $825,788.46. 

Mr. McCane. So that we appear to have total contributions of 
$4,700,000 plus, and out of that amount $825,000 appears to have been 
paid for insurance premiums. Is it true, then, that the remainder of 
these funds are represented in separate entities administered by Mr. 
Peisner ? 

Mr. Parxnurst. The remainder of the fund was partly used to pay 
for benefits directly and for the operation of the various funds. 

Mr. McCape. I see. Of the total amount contributed into this 
group of funds, $825,000 was paid for insurance, and the other amounts 
were not. Now, can you tell us how much in the form of benefits was 
paid for claims out of the funds administered by Mr. Peisner ? 

Mr. Parxuursr. The total amount paid directly by the funds them 
selves on claims was $2,903,955.23. 

Mr. McCasr. What did you find with respect to reserves or 
surpluses in any of these funds? 

Mr. Parkuurst. There were no reserves set up, particularly to take 
care of insured claims which had not yet been presented. There was 
a surplus at the end of each fiscal period, partly in cash, and partly 
in United States bonds, or securities. 

Mr. McCase. Would you say in view of that fact that the figures 
shown on financial statements as surplus or reserves might be 
misleading ? 
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Mr. Parkuurst. To the extent that there were various claims in- 
curred that did not appear, and no reserve set up to take care of them. 

Mr. McCase. Claims incurred but not yet paid, for which no specific 
reserves had been earmarked ? 

Mr. Parkuurst. Yes, and that would reduce the surplus. 

Mr. McCase. Can you tell us in that connection what you found 
to be the situation with respect to the surplus in the painters’ fund ¢ 

Mr. Parxuurst. In the painters’ fund, in 1948 and 1949, there was 
a surplus of about $36,000. The succeeding years, there was an oper- 
ating loss which reduced that surplus until 1953, the surplus was 
$2,522. 

Mr. McCane. Mr. Chairman, Mr. Parkhurst has prepared a detailed 
schedule showing all of the amounts received, paid, benefits, and so 
on, in connection with all of these funds. To make the record amply 
clear at this point, I think it might be in order to have that received 
for the record. 

Chairman McConne.i. Without objection, the schedule will be 
made a part of the printed record, 

(The summary is as follows :) 
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Mr. McCane. Mr. Parkhurst, would you state again who is the 
administrator of these funds we are talking about ? 

Mr. Parkuurst. Mr. Arthur A. Peisner. 

Mr. McCape. Where is Mr. Peisner’s oflice ? 

Mr. Parkuursr. No. 714 Fifth Street, NW., Washineton, D. C 

Mr. McCape. Does Mr. Peisner receive a flat fee from each fund 
under his supervision ? 

Mr. Parkuurst. Yes. 

Mr. Me CABE. In your examinat on, did you learn the total cost. of 
administration of these funds, the total eost for administrator’s fees ? 

Mr. Parxuurst. The total cost for administrator’s fees for these 9 
funds for the entire period was $274,787.45. 

Mr. McCanr. Is that a gross figure ? 

Mr. Parkuvrst. That is. 

Mr. McCapre. Does Mr. Peisner adm hnister any health lic welf re 
plans outside of the Washington, D. C., area? 

Mr. Parkuurst. Yes, sir. 

Mr. Me Carr. ( ‘ould you tell us about those ? 

Mr. Parkuvurstr. There are two laborers’ funds in Boston, Mass.. 
which Mr. Peisner became administrator of in 1952, and one laborers’ 
fund in Prov idence, R. f. which he became administrator of I believe 
in 1952. 

There was a welfare fund in Baltimore, Md.. for the construction 
workers. which Mr. Peisner has an interest : iL member of a law firm 
in which his partner I believe is administrator. 

Mr. Mi CaBE. So that outside of the Washington area, he has Zz in 
Boston, 1 in Baltimore, and another in Providence ? 

Mr. Parkuurst. Yes, sir. 

Mr. McCare. Did your examination of the records show anything 
with respect to commissions paid by Mr. Peisner ¢ 

Mr. Parkuurst. Yes, sir. 

Mr. McCapr. Could you tell us what the record discloses on that 
noint ? 

Mr. Parkuvrst. Filed copies of income-tax returns which were 
made available by Mr. Peisner reflected commissions paid by him in 
1950 of $1.500: in 1951. 87.000 and in 1952, $6,884. 

Mr. M« Capi ; From the records made available to you, in your sur- 
vey, can you tell us what you found relating to these commissions? 
Was there anything further as to the recipient and the pul pose ¢ 

Mr. Parkuvrst. Examination of canceled checks and an aeccount- 
ing record, where those checks were listed, indicated that payments 
were made to Leo Nazdin, from September to December of 1952, in 


9 


amounts aggregating $3,674, and from January to July of 1953, in 
amounts aggregating $4,079. These were monthly payments consist 
ing of checks issued to the order of Leo Nazdin, in the amount of $471, 
and checks issued payable to the order of cash in the amount of $391. 
When these were entered in the cash disbursement books, opposite the 
$391 were the initials “F. M.” Opposite the checks issued to Leon 
Nazdin, were the initials “L. N.’’, indicating that they were intended 
for different or separate recipients. 

Mr. McCanr. These were monthly payments of two separate 
amounts, recurring regularly ? 

Mr. Parkuurst. Yes, sir. 
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Mr. McCasr. Was there anything in your examination of the rec- 
ords which enabled you to further identify either of the recipients? 

Mr. Parkuvurst. Other than the initials “L. N.” are the same as the 
initials for Leo Nazdin, the records do not show to whom the initials 
“FEF. M.” belonged. 

Mr. McCane. I have nothing further at this point. 

Chairman McConne.u. Are there any questions, gentlemen ? 

Thank you, Mr. Parkhurst. 

The next witness is Mr. Arthur A. Peisner. 

Raise your right hand, please. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth. so he ‘Ip you God ? 

Mr ; P EISNER. I do. 
( ‘hairman McConne tu. Please be seated. 


TESTIMONY OF ARTHUR A. PEISNER, WASHINGTON, D. C. 


Mr. McCane. Would you state your full name, please ? 

Mr. Petsner. Arthur A. Peisner. 

Mr. McCase. And your address. 

Mr. Peisner. Office address, 714 Fifth Street, NW., Washington, 
a 

Mr. McCanr. Would you tell the committee your occupation? 

Mr. Petsner. Well, my business is administering health and welfare 
funds, and acting as an insurance consultant. 

Mr. McCarr. How long have you been engaged in that business, 
Mr. Peisner ? 

Mr. Peisner. Since 1947. 

Mr. McCare. Since 1947? 

Mr. Petsner. Yes, sir. 

Mr. McCapr. Would you tell the committee a little about your 
educational background ? 

Mr. Prisner. Well, I am a graduate of the George Washington 
University, and I have a degree in law, and in accounting. 

Mr. McCapse. In accounting? 

Mr. Perisner. I don’t have a degree in accounting. TI studied ac- 
counting at George Washington. and I didn’t like it and switched to 
law. 

Mr. McCare. Did you major in accounting ? 

Mr. Petsner. I started to. 

Mr. McC are. You started to? 

Mr. Peisner. Yes. 

Mr. McCapr. But you have had training in accounting and you 
are a law graduate. 

Mr. Petsner. That is true. 

Mr. McCarr. Would you tell us about your employment. back- 
ground ? 

Mr. Persner. Well, the first significant employment I had was with 
the Federal Government working for the Census Bureau, and I worked 
for the War Department, and for the General Accounting Office. 

Mr. McCanr. What were your duties with the Census Bureau ? 

Mr. Persner. Clerk. 

Mr. McCarnr. And you worked later on with the War Department; 
and then for how long a period did you work for the General Account- 
ing Office ? 
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Mr. Petsner. I think it was 3 years. 

Mr. McCane. Ending at what time? 

Mr. Prisner. June 30, 1947. 

Mr. McCare. What did you do then? 

Mr. Petsner. I became an employee of the painters’ trust fund in 
1947, 

Mr. McCasr. Would you tell us what your duties were as an em- 
ployee? 

Mr. Wier. Before you get on to that, were you ever a member of a 
laborers’ organization, as a member, or officer, or in any way connected 
with the laborers’ international union / 

Mr. Petsner. No, sir. 

Mr. Wier. Or any other union ? 

Mr. Peisner. For a short period of time, it was very short period of 
time, 1 had a part-time job here in Washington, D. C., working as a 
part-time bus driver, and I believe I became a member of local 689, 
although I am not sure. 

Mr.McCarne. How old are you? 

Mr. Prisner. 35. 

Mr. McCane. Would you tell the committee the nature of the duties 
which you had as an employee of this fund following your termina 
tion of employment with the General Accounting Office ? 

Mr. Petsner. Well, let me perhaps bring the committee or inform 
the committee as to how I became acquainted with the painters’ trust 
fund. I would like to here correct or make a correction in Mr. Park- 
hurst’s statement, and I believe he stated that the first fund, the paint- 
ers’ fund, begain in 1949. That is incorrect. It is 1947. 

Mr. McCase. Mr. Parkhurst, I believe, said that the 1949 date was 
the date at which this fund came under your independent adiministra- 
tion. 

Mr. Prisner. I was still administrator, except on a salary basis, be- 
tween 1947 and 1949. 

Mr. McCase. The distinction is that you began as a salaried admin- 
istrator, as an employee of the fund, and later in 1949, vou became 
administrator on a fee basis. 

Mr. Petsner. That is correct. Well, in 1947, a neighbor of mine was 
a salesman for the Prudential Insurance Co., and he knew that there 
was then in contemplation a health and welfare fund for the painters 
union here in Washington. He was attempting to meet with the union 
representatives and the employer representatives for the purpose of 
selling his insurance policy for his company, and in discussing the 
matter with me, idly at home, he told me that there was an opportunity 
for someone to be employed as an administrator, and they would like 
to have someone with a law background, legal background, and some 
accounting background. He suggested the names of the various trus- 
tees, and I contacted them by tele :phone. I was told that it was prema 
ture, and to call them back some months later. 

I called them in June, and I was asked to attend a meeting at a con 
tractor’s office in June. At that time I was still employed with the 
General Accounting Office. 

Mr. Werr. Was that a painting contractor? 

Mr. Peisner. The office was at the office of a painting contractor, 
but all of the six trustees were present at this meeting. I had never 
met any of them prior to that date. I attended this meeting, and 
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discussed the question of administration with them and told them why 
[ desired to be employed by them, and told them of my background. 

I was told at that meeting that I had been hired to work for them. 
I began to work for them on July 1, 1947. 

Now. my duties as administrator were basically to follow out the 
instructions of the board of trustees, and they are the ones who are 
responsible for the operation of the fund, and my duties were purely 
ministerial. As administrator I did the mechanical work of collecting 
the funds, and disbursing the programs under the benefit program that 
was subsequently adopted. 

Chairman McConnetu. Prior to your being hired for management 
of this fund, welfare fund, had you known many of the trustees ? 

Mr. Persner. I never knew one of them in my life. 

Chairman McConneti. You did not know any of them? 

Mr. Prtswer. No. 

Mr. Wier. You are a little ahead of what I think is the regular rou- 
tine. When you met with these trustees from the painters’ union, and 
the painting contractors association, was not anything discussed about 
what it was volIng to cost the trustees for your administration 4 

Mr. Prtsner. Yes, there was. 

Mr. Wrer. You missed that entirely. Perhaps the counsel will ask 

you that. 
' Mr. Petsner. 1 was employed on a salary basis, and they did not 
know what it would cost to operate, and this was the first fund in 
Washington. D. C. I believe it was the second fund in the entire 
country in the construction field. That is a field all its own. No 
one knew whether it would require 1 girl or 2 girls or 3 girls, or what 
the postage cost would be, and we had no idea, and we knew nothing 
about it. All T know was that IT had asked for a salary which they 
agreedto pay. That salary was $90 a week. 

Mr. Wier. And you hired all of the help ? 

Mr. Prisner. No, sir, the fund was to pay for all help that was 
necessary in carrying out the duties of the trust fund, and I did not 
know at that time and T don’t think anyone else knew whether we 
would need 1 or 2 girls and how large an office we would need, and 
what machines we would need, and so on. 

Mr. Wier. Had youseen the policy that the painters had ? 

Mr. Prisner. They had not gotten to that point. 

Mr. Wrer. This was a fast operation, that night. They put you 
on the payroll and they did not have a policy and did not know any- 
thing about it. 

Mr. Petsner. As a matter of fact that is probably why. They did 
not know anything about it. They didn’t have any funds except for 
a deposit which each contractor made, and it was necessary in order 
to talk about insurance to collect moneys for a period of months, and 
in this case T believe it was 6 months, so that they could have a basis 
for even paying a premium deposit. 

Someone had to collect the moneys, and someone had to start this 
thing rolling. 

Mr. Wier. That is all. 

Mr. McCane. Mr. Peisner, how long did you remain as an employee, 
as a salaried employee of this fund ? 
Mr. Persner. I believe it was 2 years. 

Mr. McCanr. And during that time, was your salary increased ? 
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Mr. Petsner. Yes, sir. 

Mr. McCasne. How large a staff did you accumulate ? 

Mr. Prisner. One girl. 

Mr. McCaze. And how were the moneys contributed to the fund? 

Mr. Peisner. By means of periodic or quarterly payments. 

Mr. McCapse. By whom ? 

Mr. Petsner. By the contractors to my office, in precisely the same 
manner as the social-sec urity payments were made to the Federal 
Government. 

We would mail out to each contractor some period of time before 
the quarter end blank forms, and we expected those forms to be com- 
pleted by the contractor and returned to my office accompanied b: 
their remittance in the amount as called for in the working agree- 
ment, at that time was 3 percent of the gross payroll. 

Mr. McCare. The working agreement called for a3 percent of gross 
payroll to be paid into the fund ? 

Mr. Petsner. Quarterly. 

Mr. McCape. And the fund used this money to pay the benefits to 
which the employees were entitled ? 

Mr. Petsner. No, that is not true. The fund used this money to buy 
insurance which in turn paid benefits to the beneficiaries of the fund. 
Mr. McCase. Did it continue on that basis until the time you se\ 

ered your connection as an employee ? 

Mr. Peisner. No, there came a time, and I don’t recall the date, 
when the fund became self-insured, and that is. it terminated all 
insurance connections except for the life insurance and paid th e moneys 
directly out of the fund. Asa matter of fact, there is an administra 
tive procedure and we maintain 2 bank accounts. and 1 into which all 
rece ipts were received, and th: at Was subject to withadr: wi al | \ check 
signed by 3 people, 2 trustees, 1 representing each side, the contractors 
and the union, and myself, and any withdrawals for benefits were then 
deposited into a separate account known as a benefit account, which 
was subject to my check alone. 

Mr. McCase. So that at the beginning the entire range of benefits 
was covered by insurance ? 

Mr. Pretsner. That is correct. 

Mr. McCapr. Then there came a time later on when only the life 
portion was covered by insurance, and on the remainder the fund 
decided to go it alone, to do it itself. 

Mr. Prersner. Precisely. 

Mr. McCarne. Would you tell us how you came to sever your connec 
tion as a paid employee, and how you came to be a fee administrator, 
so-called, of this fund ? 

Mr. Persner. Well. at the beginning. in 1947. I knew nothing about 
the job. It was a case of feeling our way along and no one knew any 
thing about the job, and we knew none of the problems and we had a 
very vague idea of what the problems would be, and we had no experi 
ence. and that was known by the trustees, and of course, admitted 
by myself. 

"As we went along. through experience I gained knowledge. In 1949. 
another union in the building trades in Washineton became interested 
in having a health and welfare fund and they consulted me rather fre 
quently pr ior to their negotiations with their employers association in 
order to get as much information as to how a health and welfare fund 
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operates and costs of operation and what type of benefits and so on. 

Mr. McCasne. What union was that ! 

Mr. Peisner. That was the International Union of Operating Engi- 
neers, local 77. 

Mr. McCabe. How did they come in contact with you, would you 
tell the committee / 

Mr. Prisner. Because I think, you must recall in 1947-48, particu- 
larly in the construction trades, which have certain peculiarities of 
their own, and a great many administrative details and problems, 
there was no other source of information in Washington, other than 
myself, and so that I am quite sure is the reason why the union com- 
mittee came to me, and asked how could they operate a fund in view 
of the particular and peculiar problems that they have which are 
tied up W ith the construction trades. 

Mr. McCase. Did the employer committee also come to you on that ? 

Mr. Pretsner. No, they did not. However, the employees negotl ated 
an agreement or attempted to negotiate an agreement, and while they 
were in the course of negotiations, if I recall correctly, the employee 
representatives did introduce me to the employer representatives, who 
questioned me as to What type of program they would have in the event 
they did accede to the union’s demands. 

Mr. McCase. Can you tell us then how it came to pass that you 
changed your status from a salaried to a fee administrator ? 

Mr. Preisner. As a result of the negotiations between the engineers 
union and their employers, there did come to pass a working agree- 
— si the year, I believe it was 1949, which included a provision 
for health and welfare funds. After that agreement was con- 
summ: ae the combined group, I believe, of employers and employees 
asked me if I would administer their fund for them. I told them at 
that time that I could not, inasmuch as I was a salaried employee of 
the painters’ trust fund, and my time belonged to the painters. 

However, I did state that perhaps arrangements could be made with 
the painters’ trustees whereby my status would be changed so that I 
would no longer be a salaried employee, but would be on a fee basis, 
and by administering several funds out of the same oflice simultane- 
ously, perhaps the cost of these funds for administration could be 
reduced, because of the use of the facilities. 

I broached the subject to the painters’ trustees and they were agree- 
able. The cost of operation of the painters’ trust fund originally had 
been $14,000, I believe, the first year. I think it was $12,000 the first 
year, and $14,000 the second, and I am not quite sure of those figures. 

Mr. McCane. This is while you were a salaried employee. 

Mr. Prisner. Yes, a salaried employee. I made an arrangement 
with the painters’ trust fund, whereby I would purchase the equip- 
ment and supplies that they had originally purchased, and that then 
1 would administer their fund which had theretofore cost $14,000 a 
year, for $10,000 a year. That was an immediate reduction to the 
painters’ fund of $4,000. 

In addition, I agreed to administer the operating engineers’ trust 
fund for $400 a month, or $4,800 a year, which meant that the net 
difference was to me $800 for administering both funds over what 
was gained for administering one fund. 
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In other words, my total budget for the third year of operation, in 
which I administered 2 funds, was $14,800 a year, whereas the pre- 
vious year the same office had cost $14,000 to operate. 

Mr. McCape. $14,000 for 1. 

Mr. Petsner. Yes. 

Mr. McCabe. You mentioned earlier that you had started as a 
S90-a-week employee. To what point had your salary increased ¢ 

Mr. Prisner. $100 a week. 

Mr. McCabe. At the time that you became a fee administrator / 

Mr. Petsnrer. Yes. 

Mr. McC ape. According to our examination of the records, you 
became administrator of the operating engineers’ fund on October 20, 
1949, having completed your earlier arrangements with the painters’ 
fund on September 29 of 1949. 

Mr. Peisner. Yes, sir. 

Mr. McCasr. On October 11, 1950, vou became the administrator 
of the carpenters’ fund; is that correct 4 

Mr. Peiner. That is correct. I don’t recall the date. 

Mr. McCabe. It has been pointed out to me that thai may be the 
date of the initial receipt of payment rather than the actual under 
taking, but approximately at that time. 

Mr. Petsner. I think it was about July 1. 

Mr. McCapr. In any event, in 1950 you added to your administra 
tive duties the carpenters’ fund. 

Mr. Petsner. That is correct. 

Mr. McCanr. Also in 1950, vou added laborers’ fund No. 1: is that 
correct ¢ 

Mr. Petsner. I don’t recall. 

Mr. McCasr. Our records indicate that the initial payment was 
made on behalf of that fund on October 13, 1950. Would that be 
pretty close ? 

Mr. Petsner. That is pretty close. 

Mr. McCabe. Also in 1950, at the end of the year, you added labor- 
ers’ fund No. 2. 

Mr. Petsner. I think No. 2 was in 1951. 

Mr. McCapsr. The records again suggest December 26, which is 
close, but it would have been in the next in order of progression. 

Mr. Petsner. Yes. 

Mr. McCasr. We further have 

Mr. Prisner. I think you are right. I think it was 1950, the end 
of 1950. 

Mr. McCase. Then laborers fund No. 3 came under your jurisdie- 
tion in the early part of 1951, about February; is that correct ? 

Mr. Petsner. That is correct. 

Mr. McCasr. The ironworkers came under your administration in 
May of 1951; would that be correct ? 

Mr. Peisner. Yes. I think that that is correct. 

Mr. McCape. Then in the early part of June 1952, we have a 
record of the laborers fund No, 4 being added to this group. Would 
that be correct ? 

Mr. Petsner. That is correct. 

Mr. McCapr. The next item we have is in August or thereabouts of 
1952, you added the Boston laborers’ fund. 

Mr. Petsner. No, that was earlier than that; that was July of 1952. 
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Mr. McCaner. July, rather than August, but in mid-1952 approxi 
mately. 

Mr. Peisner. Yes. 

Mr. McCapre. Also, the second Boston laborers’ group, a bit later 
in 1952, possibly August. 

Mr. Prisnrer. No, the same date, July of 1952; precisely the same 
date. 

Mr. McCanr. In 1952, you added these two Boston laborers locals ? 
Then we have recorded the laborers’ fund No. 5 in the Washington, 
D. C., area, coming under your jurisdiction about October of 1952. 

Mr. PEISNER. Yes. 

Mr. McCarnr. And the most recent one of which we have a record 
under your phan ite administration would be the Providence, R. I., 
laborers’ fund coming to you int about Se pte »mber of 1953. 

Mr. Pretsner. That is correct. 

Mr. McCane. Is that correct ? 

Mr. Peisner. July of 1953. 

Mr. McCane. This represents a total of 12 separate funds under 
your administration: is that correct ? 

Mr. Prisner. I believe that is correct. 

Mr. McCarne. Can vou tell us the amounts of your fees in connection 
with those funds / 

Mr. Persner. I have to do them one by one. 

Mr. McC ape. All right, si 

Mr. Prtsner. The painters’ fee has subsequently reduced since the 
time I last spoke, until at the present time it is $7,000 a year, which 
is about half of what it was originally. 

The operating engineers’ fee was increased from $400 a month to 
$500 a month, which is $6,000 a year. 

The ironworkers’ fee is $175 a month, whatever that amounts to a 
year. That is $2,100 a year. 

The carpenters’ fee is $18,000 a year. 

The laborers No. 1, and now I am a little vague on these, I think 
the laborers No. 1 is$150amonth. Iam notsure. 

Mr. McCase. Approximately $1,800 a year, then. 

Mr. Petsner. The laborers 2 is $1,750 a month. 

Mr. Riuopes. How much was that ? 

Mr. Petsner. $1,750 a month. 

Mr. Ruoprs. A month ? 

Mr. Petsner. That is right. 

Mr. Ruopes. That is laborers No. 2. How much is that a year? 

Mr. Petsner. $21,000 a year. ‘ 

The laborers’ No. 3, I think, is$315 a month. 

The laborers’ No. 4 Lam not sure. I think it is about $150 a month. 

And the laborers’ No. 5 is I believe S200 a month. 

That is the income in the Washington area from the trustees of 
various trust funds. 

Now, in the Boston area, it is a combined total, which varies between 
funds from year to year, depending upon certain peculiar circum- 
stances, and there is an intermingling of eligibles in each 1 of these 
2 funds, and so the funds have hired me jointly, and the fee is $40,000 


a year. 
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The Providence fee is a flat $1,000 a month, and the Baltimore fee 
was set originally at 5 percent of the gross income, and it is now 6 
percent. 

Mr. McCape. Six percent of the fross 1ncome 1h that fund? 

Mr. Prisner. That is correct. 

Mr. McCase. Do you know what that amounts to in dollars per 
year ¢ 

Mr. Prisner. That is about twenty-four or twenty-five thousand 
dollars a year. 

Mr. McCase. I am a little lost in figures here. It is a total of 
$147,680, lam informed. Would that be true ? 

Mr. Prisner. That is approximately right. 

Mr. McCape. Can you tell the committee just what are your duties 
as administrator for which these fees are paid ? 

Mr. Petsner. My duties of administration are as follows: For 
the fee that I receive, I am obligated to run the office and follow out 
the instructions of the trustees. Now, that requires the following. 
Incidentally, I might say that that is a gross fee, and I pay all expenses 
of operation out of my fee. In other words, the rent ismy own expense, 
and traveling expenses, my own expense, and the oflice equipment, 
purchase and lease of office equipment is my own expense, and pr 
Ing, paper, postage, and any e xpe nse that is conceivable in connection 
with oper: iting of the office with two exce ptions, are expenses of mine 
The two exceptions are the audit fee which the trustees pay directly, 
and the attorneys’ fees, which the trustees pay directly. All othe 
expenses are mine, 

Now, there are occasions when the trustees will incur an additiona 
expense, and they will either pay it directly out of the fund, or some 
times I will advance the money and they will reimburse me, That 
has happened on some of these funds when the trustees saw fit to 
employ as a direct representative of the board of trustees, individuals 
whose iob it would be to ge the collection not the collection pro 
cedure, but the payment | Vv the contractors. Those cases, that would 
be paid by the t trustees, and either directly or indirectly. 


Mr. McCane. Any expense involved in bringing in delinquent co1 
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tributions does not find itself assessed against your fee ? 

Mr. Petsner. No: that is not so. The general routine, or my job 
consists of doing the mechanical work, and sending out the report 
forms to contractors, periodically, receiving the forms, depositing th 
money in the bank, and then doing a tremendous amount of detailed 
recordkeeping in connection with eligibles, that is in connection wit 
eligibles, that is in conecton with the men who are listed on the payro 
reports. 

I might take a moment to go into that, because is is rather important 

Just as you have people listed on social-security re ports, the results 
of which determine =o subsequent eligibility for social-seeurity pa‘ 
ments, the trustees in these welfare funds have determined that a 
individual must have mgd da certain minimum amount of time din 
ing the past period in order to be eligible for benefits. 

Now. the construction trades are peculiar in that the worker, or the 
average worker does not work for any one employer for. any sub 
stantial period of time. It is not unusual for a man to have worked 
for 5 or 6 employers during any one 3 months’ period. Now. in order 
to determine whether that man is eligible by reason of having worked 
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the required amount of time, it is necessary to accumulate in some 
way in one place all of that man’s work record during the 3 or 6 months’ 
period. Therefore, the information contained on the payroll reports 
are of necessity a raw form, and unusable as such. They must be ab- 
stracted and posted to a man’s individual card, so that when John 
Jones sends in a claim, I can determine by a reference to one place 
whether he has worked for a sufficient number of hours to be eligible. 

Now, that is done by the use of IBM machines. Each of those pay- 
roll report forms are punched, and with IBM cards, and several hun- 
dred thousand, and maybe a half-million cards, a quarter are punched 
and run through an involved procedure, and then run off on an inter- 
preting machine, so that we can have the information readily available. 

This system that we have has been the result of 7 years of experience. 

Mr. McCase. What else do you do? 

Mr. Petsner. In addition to this recordkeeping, it is my Job to fol- 
low up the delinquents, of which there are always a rather goodly 
number, by calling them on the telephone, and writing letters to them, 
and do a regular chasing procedure, and No. 1, following up, and No. 2, 
and so on, and by chasing in other words, and sending them telephone 
calls and sending them telegrams, and finally referring the matter to 
the board of trustees, and to the union for effective policing, inasmuch 
as I have no police power. I cannot stop a job or I cannot sue, and 
I have no police powers whatsoever. 

Now, the people who have been employed to follow up a delinquency 
after IT have done as much as I can have generally been union officials 
with some official position, and they have police powers. 

Mr. McCase. That gets a little beyond your scope of your imme- 
diate duties. 

Mr. Prtsner. That is correct. 

Mr. Miturr. Might I ask, why are you interested in delinquents? 
Ts that any financial consideration ? 

Mr. Prtsner. None whatsoever, and my job is to do as much as I 
can to collect the moneys. 

Mr. Mriurr. Then who is interested in the delinquents? 

Mr. Prisner. The trustees. It is their job, as trustees, to administer 
the trust which includes collecting the moneys. If they are lax in 
enforcing an agreement, then they are not abiding by the trust. 

Mr. Mitier. Why are they interested, and this is a free country, and 
a man has a perfect right to be negligent, and nobody looks after my 
insurance. 

Mr. Petsner. Well, this obligation to make payment or these pay- 
ments to these welfare funds arise as a result of a contract freely en- 
tered into between the contractors and the union, and it is a matter 
of contract. The contractors are obligated to pay, and the trustees 
undertake the duty of making them pay, and that is why they serve 
as trustees. No one makes them serve, and they undertook that obliga- 
tion voluntarily, and for no pay. 

Mr. Wier. I think perhaps you have a different picture than Mr. 
Miller has. T think that vou are talking about the contractor that is 
oblicated to this trustee fund as a delinquent, and not the members. 

Mr. Prisner. I don’t understand you, Mr. Miller. 

Mr. Mirurr. I had in mind delinquent membership, and you are 
thinking of delinonent contractors. 

Mr. Petsner. That is right. 
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Mr. Miter. That isall right. That explains it. 

Mr. Ruopes. Tell me this, and you mentioned that usually the 
people employed by the trustees do the collecting, are union officials, 
and that the means they use might include work stoppages. 

Mr. Prisner. That is correct. 

Mr. Ruopes. Are not these union officials by the very nature of their 
duties as union officials obligated to conduct such activities anyway, 
and in other words, these welfare-fund contracts are entered into as 
a result of collective bargaining, and they are part of the contract 
under which the men work, and if there is a delinquency, then the 
contract has been violated. 

Mr. Peisner. There is an additional explanation, too. I don’t mean 
that they were presently and concurrently — officials. They have 
been union officials who carry a certain stature by the mere fact that 
they exist, and they have been president of the district council, or 
sec retary, and in addition their primary job I believe is not to stop a 
job in order to enforce collection. That is done through the order of 
the labor union, and I would say that that is their job. 

But there is a question of policing the agreement which is the 
trustee’s job. By that I mean this, that there is nothing to prevent 
a contractor from listing 10 people on his payroll report, whereas he 
actually employed 30. The only way you know that is to go on the 
job and actually look at the job, and that was part of, or their primary 
job. 

Mr. Runopes. That is not your job, but the trustees’ job, but to make 
sure the contract is lived up to. 

Mr. Petsner. I receive what is reported to me and deposit it in the 
bank. Whether I receive a list showing 3 people or 30 people is no 
primary concern of mine. 

Mr. Ruopes. You make a report to the trustees and you receive 
these funds. 

Mr. Petsner. Yes, and receive so much money, and if they think 
that a contractor is not reporting all that he should, then it is a matter 
of finding out. 

Mr. Ruopes. I am interested in why you had in your mind the work 
stoppage situation there in regard to payment of union officials from 
the welfare fund. What were you thinking about when you said that ? 

Mr. Peisner. Well, it happens that the people who have been em- 
ployed as policemen, if I may use the term, have had some official 
position prior to their employment with the union, and—— 

Mr. Ruopes. But they could not, unless they were presently em- 
ployed in their official position, they could not enforce a work stop 
page or even suggest a work stoppage. 

Mr. Petsner. I don’t see why they could not suggest it, and I agree 
they could not enforce it, but trying to be practical about the matter, 
if a man had been a union official and shows up on the job, and says, 
“1 understand you are delinque nt” or “It seems you have reported 10 
when you had 20 men,” the mere fact that he has been an influential 
member of the union, I think, would have a certain psychological effect 
on the employer. 

Mr. Ruopes. Are you trying to now say you did not mean to ss 
what you said previously ? 

Mr. Peisner. I know, I thought I was rather clear. 

Mr. Ruopes. I am glad that you think so. 
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Mr. Grauam. Are those full time’ Do the trustees have a full-time 
statl doing that, Mr. Peisner / 

Mr. Prisner. In 2 cases right now there is just 1, but 1 here in 
Washington and 1 in Boston. One of the other funds did have 
some sort of arrangement whereby the man was wearing 2 hats at 
the same time, and he was doing part-time job 1 time and part-time 
policing. 

Mr. Granam. What I am getting at now, and I do not want to inter- 
rupt too much, is you have some 12 trust funds. 

Mr. Prisner. Twelve or thirteen. 

Mr. Granam. Now, do each of the trust funds have such an 
emplovee ¢ 

Mr. Prersner. No, the answer is “No.” The laborers have one here. 
and the laborers jointly, and each of which contributes a portion of 
the man’s salary, and depending upon the volume of the funds propor- 
tionate, the laborers in Boston have one man, and incidentally, in 
connection with the Boston operation, the salary paid to this represen- 
tative is part of my administrative cost. It is not so here in Wash- 
Ington, 

Mr. Granam. Does he police any of the laborers? 

Mr. Pritsner. That is correct. 

Mr. Granam. Just the laborers contracts? 

Mr. Peisner. And the painters did have a man for a short period 
ot time. 

Chairman McConne.uu. Mr. McCabe, are you going to develop from 
the witness how much his administrative expense was, and these are 
YToss receipts, and he has been telling us about all of the responsibili- 
ties and work he has to do. I assume that we are coming toa conclu- 
sion as to how much this all costs him, and I wish you would develop 
that. 

Mr. Mitier. I was noticing that Mr. Peisner has charge of so many 
different trust funds, and I was wondering, it looks almost Monopo- 
listic to me. I was wondering how you come to have so many trust 
funds under your charge. It looks as if that would be a business that 
there would be some competition. 

Mr. Pretsner. There is competition, Mr. Miller, and the reason why 
I have been successful in administering these welfare funds is because 
I do a better job for less money. All of my contracts have been ob- 
tained, although some were obtained through recomme ndation, and 
through agents, all of them were under conditions of Senanorsnnee 
except for the initial painters fund and the operating engineers 
Ever) subseque nt fund was obtained as a result of competition, and 
| vener: ally base my fees some »whe re between } and 0 percent of the 
estimated income of the welfare fund. 

Now, I of necessity don’t know the actual income until we have 
operated the fund over a period of time. But I estimate it from the 
best information available, and asking the proposed trustees how many 
contractors they have and how many union members they have, and 
what their basis for participation is, in guestimating what their in 
come will be. I know what it costs to operate an office, and I set my 
fee at somewhere between 4 and 5 percent. 

Now, there are other administrators in the field, and every one of 
them tomy knowledge is far more expensive than I am. 
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Mr. Wier. Are you aware of the fact that in the trade-union move- 
ment of this Nation there are units under welfare funds that pass the 
total membership you are representing in the district without any paid 
administrator, and doing that under the trusteeship and the local 
union. 

Mr. Peisner. You mean they are operating without any cost ‘ 

Mr. Wier. Without any what ¢ 

Mr. Peisner. Without any cost. 

Mr. Wier. I didn’t say cost, but without the cost that you expre 
here. 

Mr. Pirsner. Mr. Wier, nothing operates for nothing in my expe- 
rience, and in this world you seem to get nothing for nothing, al ad very 
little for a dollar. If there is any operation going on, I say that some 
place somebody is paying for it. Now It 1s perhaps, ] would have 
to invest igate the case myself. 

Mr. Wier. I would refer you to the Hollywood studios. 

Mr. Petsner. Is it an insured fund ? 

Mr. Wier. Yes, it is. 

Mr. Petsner. Don’t you think the insurance company is paying for 
it ¢ Postage costs money. 

Mr. Wier. I am interested in what the workers are getting for what 


they pay, and I know that the workers out there are well satisfied wit 


the administration of the trustees, and their own local officials, and 
now you have eliminated a system here that is, you make it sound 
terrifically burdensome. But there are unions in this country and in 
the building trade, and the buildi o trades are not new to me, het 
you have a turnover from one contractor to another, and from one job 
to another, but there are carpenters’ unions with five and six thousar 
members, and the business agent or the secretary could tell you wher 
John Smith is working today, and he will be working there the r¢ 
of this week. 

Mr. Preisner. Mr. Wier, I don’t want to question your opinion « 
this, but I will tell you this. I know from experience that many fu 
take the attitude with regard to eligibility, for example, and they take 
the attitude if a man is a union member he ought to be eligible. 1 
other words, they require no minimum amount of work. If you adopt 
that attitude, it is very simple to determine who is eligible and you 
cet a list from the union of its membership, and that is it 

Oby iously, that costs no money. On the other hand, if you attempt 
to keep a detailed record of every man who jumps from job to job 
over a period, I would say there are four job changes in a quarter on 


an average. Some of them are as hieh i ws ] 2 ad ome with the 


me 
same employer. If you must keep records of each iob char ge, vou 
have, that costs monev to ao, at | J am doing it as che ply 
how, and that is with the use of IBM machines, and that ope 
well over $1,000 a month alone. 

Mr. WHER. Will you acree with me that in this whole field of wel 
fare-fund pensions, and welfare funds and pensions, that manag 
ment as a rule in the main are not a bit concerned with the operatio 
of this pension fund ? 

Mr. Petsner. I agree with you 100 percent 

Mr. Wier. That is what I expected. So it is a union job to police 
and to properly inform by file-and-card system the prerogatives of 


ration cost 
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every member of that union, and to notify from day to day or when- 
ever they make a change on the job from one co} t) ctor t » another, 
that the union office will have that, and otherwise that employee may 
lose the benefits, and that may happen any day, with accident or death 
or insurance. That hay happen any d Ly that he would become ineligi- 


Mr. Petsner. With all due respect to vour remarks, I can’t agree 
with you that the union should pay for the cost of operating the wel- 
fare fund, which is what vou are s iving. | agree that generally speak- 
ing, the contractors are not too interested, and they regard the pay- 
ment as a cost of operation of their concern, just like part of the wages 
and once it is out of their hands, 90 percent of them don’t care. 

Mr. Wier. And all of your activity and all of your work is closely 
related to the union officialdom. ; 

Mr. Prisn1 rk. That is correct. 

Mr. Ru DES, How many men are represented by these various locals 
that you represent in Washington here # 

Mr. Persner. Go down the list, if you will. 

Mr. Ropes. What is the total. Don’t you know the total? 

Mr. Petsner. No, I have to list them. The painters are about 
1,200, 

Mr. Ropes. Operating engineers. 

Mr. Petsner. I would say about 1,000. A little less than that. 

Mr. Ruopes. The ironworkers. 

Mr. Peisner. Three hundred and fifty. 

Mr. Ruopes. Carpenters. 

Mr. Perswer. About 3.500 to 4.000. 

Mr. Ruopes. Laborers 1. 

Mr. Petsner. Why don’t you lump the laborers together. They 
jump around between the funds, and I would Say about 6,500 or 
7.000 among the laborers. 

Mr. Rnopes. Thank you. 

Mr. Wier. Those figures compare favorably with the city that I 
represent. 

Mr. Ruopes. It is 14.050, I get. 

Mr. McCapse. Mr. Peisner, I would like to backtrack just a minute. 
We started discussing vour duties as administrator. I don’t want to 
get into specific detail on every operation of vour office, but IT would 
like to have vou tell the committee the work that vou do. You have 
described checking the reports to see whether emplovers report the 
proper number of people. What about claims? Do claims go through 
your office ? 

Mr. Petsner. Yes, they do. 

Mr. McCase. And you investigate clayms ? 

Mr. Preisner. That is right. 

Mr. McCarr. What else do vou do? 

Mr. Petsner. Well, basically, a job has two main facets; one is to 
collect the money, and two is to disburse it, and as attending details, 
of course there is complete recordkeeping of both collections for col- 
lection purposes, accounting of moneys received, and then personnel 
accounting, and that is determining where everyone has worked so that 
we can determine whether he is eligible, and then claim payments, and 
detailed accounting of claim payments. So that we can keep the 
trustees informed as to how many people get paid, and what they are 
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paid for, and who has been paid und what period is covere 1, and ut 
the bank balances are, and so on. 

Mr. McCase. You dot for all of the funds ¢ 

Mr. Petsner. That is right. 

Mr. McCase. Which you adm hister. 

Mr. Prisner. Yes, sir. 

Mr. McCapsr. You told us a bit earher that. r¢ ug I your estimated 
gross on this operation is about $147,000 a year. What is the net‘ 


Mr. Peisner. I think somewhere around forty, and I am not sure 
I would have to refer to that. 

Mr. MecCarne. Don't you ky ow ¢ Could you vive the committee a 
general idea ot how much money you make on this / 

Mr. Prisnrer. I think it is a partnersh p. L think it is about $45,' 
all told. 

Mr. Mi CABE. \ ou mn ike about S40.000 or S45.000 4 

Mr. Pretsner. About $15,000 each, and 1 would have to refer to 
to someone for that. 

Mr. McCanr. How about your employees? You have a number oi 
employees doing this work. Ar they all bonded ¢ 

Mr. Prtsner. No. 

Mr. McCane. Are you bonded ? 

Mr. Peisner. Yes, lam. Key personnel are bonded. 

Mr. McCane. Where do you get your employees ¢ 

Mr. Petsner. Well, I am a great believer in nepotism. Several of 
my employees are relatives, and that is one place I get them. Thi 
others I get from the United States Employment Service. 

Mr. McCasr. Do you make an investigation to determine the capa 
ity of any employee to do this iob, to assist you, 1n this n oney man 
agement ¢ 

Mr. Pretsner. Practically every employee I have, I have known, ex 
cept for a clerk, a typist, I have known in the past. The only person 
who handles money besides myself are two cousins of mine, whom I] 
have known fora long time. 

Mr. McCabe. Two cousins handle the money 4 

Mr. Petsner. Yes, but the other people do not handle money. 

Mr. McCanr. You don’t feel it is necessary that they have any quali 
fications in money management as such 4 , 

Mr. Preisner. Not if they are doing clerical jobs, 

Mr. McCanr. I wanted your opinion on that matter. Are any of 
these ol her employees related Lo, or are they former employees of, em- 
ployers who< ontribute to any of the funds? 

Mr. Petsner. Not that I know of. 

Mr. McCane. Are any of them related to union officials, or former 
employees of unions ? 

Mr. Prisner. No. 

Mr. McCasr. You discussed in some detail a moment ago the method 
of collecting contributions. When the money is paid to vour office. 
what do you do with it? What is the first thing you do with it? 

Mr. Petsner. The first thing we do with it, the report form 

Mr. McCanr. When you get the money, the cash, the check ? 

Mr. PEISNER. We keep an IBM system of cash receipts also, and 
we pull out a prepunched IBM card for that particular contractor, 
which accounts for the period in question. The check and the pre- 
punched card is given—not the check, but the prepunched card with 
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the amount of the receipt is written on the card, and it is given toa 
puncheard operator, who then punches on the card the date of the 
receipt, and the amount of money. 

Mr. McCaner. You record the payment, and you receive the money. 
What do you do with it then ‘ 

Mr. Peisner. The cash is then for the day made up into—we run 
off the IBM ecards which then make a deposit slip, and it is done 
mechanically, and the money is deposited in the designated depository 
account. 

Mr. McCare. Just how is it deposited? What do you mean by 
designated depository ? 

Mr. Pretsner. Each board of trustees has chosen a particular bank, 
and banks vary, and some say they would like the money put in this 
bank and some in another, and generally, I would say 99 percent of 
the time, we mail it to the bank. 

Mr. McCase. Then it would be safe to say that for all employers 
contributing to fund X, the money is taken and placed in a designated 
depository. . 

Mr. Petsner. That is true. 

Mr. McCase. Is it all in one main fund ? 

Mr. Petsner. That is correct, except for the laborers’. 

Mr. Mc CABE. Well. go ahead. 

Mr. Prisner. Each fund is operated as a separate entity, and I 
think that that is what vou are referring to. They are legally separate 
and distinct. If a check is pavable to the car penters’ trust fund, it goes 
into the carpenters’ trust fund bank account, and there is only one. 
If it is payable to the engineers, it goes into the operating engineers’ 
trust fund bank account. and there is only one. In the laborers’ No. 2. 
because some of the trustees had reasons of their own for favoring 
certain banks, we ended up W ith 4 separate bank accounts in 4 sepa- 
rate and distinct banks. 

Mr. McCanpr. But in any event, you do have a separate account 
for each entity. 

Mr. Petsner. That is correct. 

Mr. McCare. And the money all goes into this separate fund. How 
do you meet expenses from that? 

Mr. Peisner. There are 2 bank accounts; each one of the funds has 
29 bank accounts, one which I might designate as the main account. 
and that is the one to W hich all funds are deposited. That is the main 
bank account 

Now, the trustees meet oe nerally once a month, at which time I 
present th report to them of the operations of the past month. Now. 
there has heen established in each of the funds a subsidiary bank 
account from which we pay benefits. P 

Mr. McCapne. You separate this main amount into two funds, and 
you take out of the original depository the money you need to pay 
the benefits ? , 

Mr. Peitsner. That is right, and now the original depository is sub 
ject to at least 2 signatures in any case, in every case, and in some, 3 
signatures. In order to operate X fund benefitwise, I might need 
$3,000 this coming month. So at a meeting held tonight, I will tell 
the trustees I need $3,000. 

Mr. McCape. You are authorized—— 
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Mr. Peisner. I can’t draw it out of the bank, and they will write 
a check. 

Mr. McCane. That is what I am about to say; you are specifically 
authorized in each instance to withdraw certain amounts; is that what 
you are telling us # 

Mr. Prisner. No; they will withdraw certain amounts in accord 
ance with my requisition, you might call it that, and then I will deposit 
the amount of the draw Ings nto the second bank account, or the bene 
fit fund, and from that I am specifically authorized to write check 
subject tomy own signature. 

Mr. Mc CABE. ‘| hen out of this second account you pay the cla ms. 

Mr. Peisner. Yes. 

Mr. McCarr. What becomes of what is left in the first account ? 

Mr. Prtsner. That remains there, and the trustees in some cases 
have used the accumulation for investment purposes, and in some 
cases they have cash. 

Mr. McCarr. You accumulate cash or make investments out of this 
main fund. Can you tell the committee whether there is any attempt 
fo arrive at an experience rating, or to make an experience rating 
adjustment, on behalf of either a fund or of particular employers 
whose workers have filed so few claims that there might be a good 
experience rating. 

Mr. Persner. They have never gone into that. 

Mr. McCase. That is not done? 

Mr. Petsner. No, sir 

Mr. McCanr. The money is paid in at the agreed upon rate, and the 
benefits only, the claim payments only are withdrawn from that. 

Mr. Petsner. That is right. There has never been any attempt to 
correlate claims With any particular employer. 

Mr. McCape. Nor with any group of employers. 

Mr. Petsner. Nor with any group of employers. 

Mr. Wrer. Could I ask a question ¢ Do you have information ot 
knowledge of how much is in the deposit account, that is the original 
ceposit account or trust fund ¢ 

Mr. Prisner. Oh, yes, that account goes through my hands in that 
each check is deposited by me, and recorded by me, so that at the end 
of the month when I present a report to the board of trustees I tell 
them,“ Your bank account has X dollars.” 

Mr. Wier. What was the amount of money in the carpenters’ trust 
fund at the last audit ? 

Mr. Pretsner. I don’t recall. 

Mr. Wier. Do you recall any of them ? 

Mr. Petsner. No, I don’t. 

Mr. Wier. You just said it goes through your hands, and you 
certainly ought to know one of them. 

Mr. Petsner. It isa mechanical process. When I say it goes through 
my hands, it goes through my office, and I don’t scrutinize the checks, 
myself. and I have someone else do that. 

Mr. Wier. I am not talking about the checks. I am talking about 
the deposit that is now laying to the credit of the carpenters’ trust 
committee. 

Mr. Prisner. I do not know at the present time, and I don’t recall. 

Mr. Wier. Let me ask another question. Take the carpenters. 
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any part cipatine contractors does your trust committee have 


Mir. Petsner. 1 would sav about 
Mir. Wh ; Kive hun ire I ‘Wpating ont wt 34 


Mir. Petsner. Ye 
Mir. Persner. I think it it many, four to five hundred 
Mr. Wirr. That is 
\I VMcCarnr. We hay en so far. Mr. Pr ( iow youl office is 
| the f { na your gro S moneys 
puted: and it nie ow \ , ds are ma iged in the sense 
ive a sepal mn «it Oo! i still separate one for 
pavimnents, and ( Cl | ile reserves With ho eX- 
‘ c stment fe \ e | ) or f em] lovers. 
\i ISNER. Yes 
\i Mat I Wi I MM \\ I \ il operating 
to. rain 1) tering t ( i) l { yiuadh 4 
Mr. Peisner. Well. that is difficult 1 lo olf] ( if | might refer 
nme whom I tl K present here, I t < I could probably 
r that question 
\I McCarne. All rig 
Mr. Prtsner. I an I ean’t ar er that question. I believe 
1 oO has ou or} oy Sheets, and he pro} ibly more capable 


( i! l \ . 
Mr. Wier. Will vou trv to estal h hat Ss part er does in this 
ministration that splits the $8 
Mr. Prtsner. Pardon me? 
Mr. McCane. Mr. Wier wants to know what vour operating cost 
e funds in Washington, and you are unable to estimate that 
it this time , 
Mr. Petsner. No. 
Mr. VMicC ape. Now. he iso wants to know i little ibout this 
parthnel hip wl Ich you r ferred to a whiie ago, \\ hat do the partners 
do? 
Mr. Petsner. All right. 
Mr. McCarr. How many are ther 
Mr. Prisner. Three partners, Mr. Sperling and Mr. Chudzik and 
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my self. We commenced the artnership in 1952, I believe, or 1951. It 
was 1952, and initially these partners had a 25-percent interest each, 
al d | had a oV percent Interest, al | my arra vement with them was 
that the first year of operation under the partnership, they would 
each have a 25 percent interest, al d I would have a 50 percent inter- 
est, and I might say that they brought in no capital contribution 
whatsoever, and I merely took them into the partnership for reasons 
that I thought justified. 

After the first year, the parti ersnip Was on a strictly equal 3514 
percent arrangement each. Now, the reasons W hy ] brought them into 
the part nership were as follows. 

Mr. Wier. Oh, no, I didn’t want that. 

Mr. Petsner. That involves their duties. 

Mr. Wier. He is making it worse now; start talking about capital. 
Your story a moment ago was that when you first took over this opera- 
tion, vou started from scratch. 


Mr. Peisner. I did. 


/ 
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Mr. Weir. Who needed pital ¢ 
Mr. PEISNEI | c | Dro t tiie l p Ze 
which Was a Golng enterprise, Wit! INV < riput n of cn on 
their part. I think that sual. 
Mr. Wier. | learn now they a ~ to testity te ro ind so 
14 


we WII! pass that. 
Mr. Petsner. Their duties at 
Mr. McCapre. Mr. Wier w: to ] it, L we | get into 


that later i ould | ’ i\ \ te a Ce. Ieee er, 
about the ha dling of claims. I would like to run t rouge t topically, 
and vou can expand wherever you tl 

Chairman NICCONNELL. Mr. P r. befor e vet into tl . How 
many employees have you in your ollice? I have never heard 

Mr. Prisner. I have about 16 people: that pproximately, 


Chairman McConnetu. Flere j Was] 
Mr. Preisner. No. all told 


( Li] n McConneLL. £ Washi ¢ 

Mr. ¢ HAM. That is exclusive of you « ry Mr. P 
ner. 

Mr. PEISNEI That is correct 

( urman Met NNELI 1 ht, Mr. M ( 1 

Mr. McCarnre. You mention hat ye 
clan come tht » your O11? i \ i ( ¢ PLOY oes a 
claim come to you ¢ 

Mr. Petsner. Well, initial contact 1s made by the claimant. 

Mr. McCane. What does he do? 

Mr. Preisner. He generally either drops by e office or 1 es a 
telephone call or drops by the union office and pick up a bla k form 
which when completed by both the claimant ad the files beecon the 
bas for uk ne: a sbursement. 

Mr. McCape. The basis for entertaining a clam the first place 


iIsacall at youl office or a filed form. 
Mr. Preisnrer. Send me a claim form, or a telephone call, or they 


might drop by the union offices which frequently have upplhies of blank 
for 

Mr. Wier. Let us get the rules first. WI 
what exceptions are there for a laborer—are all of these policies that 
you are administering of the same form and nature / 

Mr. Peisner. Well. they are all of generally the same form and 
nature, insofar as benefits are concerned. They vary from fund to 
fu d, since they are all individually or legally sepal ite and d stinct, 
in their requirements for eligibility. 

Mr. Wier. That is what I want to know. 

Mr. Pretsner. Some are more liberal than others 

Mr. Wier. Let us take the laborers, that is your biggest group. 

Mr. Petsnrer. That is correct. 

Mr. Wier. A laborer that is eligible, when is that ? 

Mr. Pi ISNER. A laborer is eligible provided he has worked at le ist 
300 hours during 2 of the preceding 3 quarters. 


at provision is there, an 


/ 


Mr. Wier. He comes down to your office and reports illness or an 
injury. 
Mr. Petsner. That is correct. 
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Mr. Wier. Then how long does he have to wait before he is entitled 
to benefits 4 

Mr. Peisner. If he did work those 300 hours, he is eligible imme 
dl tery 
Ir. Wrer. Immediately ¢ 

Mr. Peisner. Yes 

Mr. Wier. Beginning with the doctor’s certificate / 

Mr. PEISNER. Yes. 1 bat orrect. Now, there are some 7 Ol 8 dif 
ferent benefits to which he is entitled. 

Mr. Wier. I am talking about illness or injury. 

Mr. Petsner. You are talk ne t bout loss of time payment, and thes 


i 


ret ~pZU a wer k. They get pald 920 a week ror a pe riod of, ] believe 
lt 1} weeks, the laborers. It is available to them immediately if 
disability was a result of an accident, whereas it 1s available to 
only after the expiration of a week if the disability is due to an 
i} In othe words, the first week is on them. 
Mr. Wier. Thank you. 
Mr. McCane. What check do you make of the validity of the claim ¢ 


Llow do vou investigate them ? 

Mr. Persner. There is no active outside investigation of a claim 
except in the case where it has been brought to the attention or ow 
attention that there 1s probably someth hy wrong with it. We rely 
almost 100 percent upon the designation and the certification of 2 


people, 1. the doctor that the man has heen disabled from 1 day to 


the next, and the man also 1s required to sig i statement on the form 
i \\ I ec] he states that he h is hee} i]] Ol ad hled from ] time to the 
othe) As long as those two cert fi ations agree, we accept that. 


Mi M CaBE. W!) at 1S the purpose of this el iborate procedure you 
outlined a while ago where you check the hours worked, and the num- 
ber of men on each employer's list. Don’t you get the basic eligibility 


to part cipate ¢ 


Mr. Peisner. Sure. 

Mr Mi CABE. ‘] hat 1S in addit lon tothe exam? ation ? 

Mr. Petsner. That is to determine whether he is eligible to receive 
any payments. The thu o I was talking about, a few seconds ago, is 
now that we know he IS eligible, how much does he vet, and Was he ac- 
tually sick. 

Mr. McCaprr. You first determine that he was eligible. 

Mr. Pertsner. Yes, sir. 

Mr. McCane. Using this elaborate procedure which costs vou $1,000 
a month: and secondly, you examine the physician’s statement and his 
own statement, 

Mr. Petsner. That is correct. 

Mr. McCane. In November of 1951 your auditors reported that 
vou had paid death benefits amounting to $5,000, where the individuals 


had not worked a sufficient number of hours: and during the same 


pel od that there were sickness cla ms in the total amount of $6,672 
where the individuals had not worked the required number of hours 
to become eligible \ total of 811.662 ineligible out of $27.000 total. 


How do you explain that situation ? 

Mr. Peisner. I remember that very well. As TI stated, these funds 
started from serateh with little experience. We accumulate experience 
as we go along. That was a direct result of eligibility requirements 
set up by the board of trustees which were unrealistic and inoperative, 


SERENE ere 


rer reereerene 
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and as a result of which there was of necessity overpayments and pay 
ments that were not due. 

Now, what I mean by that is this: I have to go back into the col 
lection procedure for a moment. In those days, if 1 remember cot 
rectly, a man’s eligibility was based on the number of hours in the two 
preceding quarters. apo July 1, of any 1 year, I was required to tak 
into consider: ition the time worked by this man dur oO January, Feb 
ruary and March, “i April, May and June. Unfortunately, the 
requirement for reporting to the trust fund, they had an allowance, 
theoretically, of 10 or 20 days, in other words, the June report was due 
July 10 or July 20. As a matter of practice, the reports were not 
received until the end of the month, because the contractors paid us at 
the same time they made this social security report So therefore we 


didn’t get the June reports wm til July 30 or Julv 31. Then thev wer 
not in usable form, because the man’s name could appear on S or 10 


different reports. They had to be punched, and ro through the 
rate bookkeeping y ro ss. That took another month. 

So therefore for \ajor part of a quarter, we were required to eive 
consideration to a man’s earnings during the period when we did not 
have available his earnings records. 

This had been brought to the attention of the trustees on numerous 
occasions, and we had told them we needed bookkeeping time, and 
they just did not see fit to dothat. 

Now, when you are dealing with these funds, particularly in claim 
payments, it is not a pure matter of dollars and cents. You are deal 
Ing with human beings. You have people come to youl offi e who 
ure filing claims, and these people | might point out are all insofar as 
income is coneerned marginal, They are off 3 di \ys and there is no 
food on the table in many cases, and it was a eeneral policy of ours 
which the trustees were well aware of to take the man’s word where 
he worked. If aman came in and we did not have enough " urs _ 
him, when we would say, “Where did you work,” he would sa 
worked for the last 2 months for Johnson & Co., and how long d ad you 
work, well, for 6 or 1 We els, It Was | ) hours A week, “ul ad we wo il | 


take his word for it, and we would make payment to him. ‘Then subse 
quent to that it was avbe ‘rmined that the man was mistaken, and so the 
payment was not actually due the man. But it had been made by the 


Mi McCapse. In spite of all of this elaborate recordkeeping ma 
chinery, you are still in a situation there where you felt impelled to 
pay money ona mats say-so ¢ 

Mr. Prisner. Yes. 

Mr. McCane. And in this audit period approximately 40 percent of 
the payments vou made were made to ineligible individuals. What 
did you do about it ? 

Mr. Petsner. I finally persu: uded the boards of trustees. 

Mr. McCane. What did you do about this group of payments, this 
specific group of payments ? 

Mr. Prtsner. There was nothing to do about it, except note the 
cases In each case so that if a claim were presented subsequently by the 
same claimant, a deduction could be made of the amount of the over 
payment. 

Mr. McCarr. It would be rather difficult with the $5.000 paid in 
death benefits. 

Mr. Petsner. That is right. 
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Mr. McCasr. Now _ a payment is made, we will leave this for 
a moment, but when a payment is made to an individual, how is that 
disbursed to him? Is it aka o him. to the doctor, or to the hospital 
or do you have a set rule ¢ 

Mr. P EISNER Yes, we have a set rule. There are various types of 
benefits. Now. we have to come bac! : to another prob lem. As I said 
a few moments ago, you are dealing with human relationships, and I 
conceived it to be my duty to he] p these peop yle as much as I can. 

Mr. McCase. Was that in your contract as an administrator? I 
wonder, anaiie at that point you might elaborate a bit for the com- 
mittee and tell them how under this mon \ management arrangement 
you had that leeway. 

Mr. Prisner. To deal with people? 

Mr. McCase. No, sir. 

Mr. Petsner. I don’t follow you. 

Mr. McCape. To make a decision to pay money to someone who 
would) ormally not be entitled to it. 

Mr. Petsner. That is not quite correct. I didn’t say that. I said 
at the time the payment was made, we believed the individual to be 
entitled to benefits. 

Mr. McCare. Did you have in your agreement with the trustees that 
latitude of independent judement to come to that decision ? 

Mr. Petsner. Well, we never specifically discussed the question. I 
was supposed to disburse the moneys in accordance with the rules and 
regulations established by the board of trustees. 

Mr. McCane. Were there any rules and regulations then covering 
this type of disbursement we discussed a moment ago ? 

Mr. Pertsner. I think every one was well aware of the fact that we 
were taking as far as eligibility was concerned, that we had a certain 
period of time during which we could not tell where he worked, and 
therefore of necessity we took the man’s word for it. 

Mr. McCarr. You say everybody was well aware of it, but was there 
anything in your rules and regulations—your operating procedures 
under which you managed this total of almost $5 million over the 
years—was there anything in that set of procedures which authorized 
you to do this? 

Mr. Prtsner. Not specifically. 

Mr. McCane. Not specifically ? 

Mr. Petsner. I think it is inherent in the nature of the job of ad- 
ministrator to administer a fund. You have to operate. 

Mr. Wrer. Mav I ask a question? I heard you report a few minutes 
ago about the difficulty of policing and what a difficult job it was. I 
learn now that insofar as the painters’ trust funds are concerned, 
every painting contractor that becomes a party to this trust-fund 
arrangement, or union-welfare benefits, has to deposit $250; is that 
correct ? 

Mr. Prisner. That is correct. 

Mr. Wrer. That insures it ? 

Mr. Prisner. No, it does not, for this reason. T think in a very 
unwise moment when they established a deposit system, they did not 
include what I thought was very necessary, and that is the requirement 
that the deposit remain on deposit. What they did do is establish 
a rule that every contributor make a deposit of $250, which he could 
immediately use as a credit against payments. There are contractors 
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who make payments of one or two or three thousand dollars a quarter. 
So therefore the initial $250 de posit had no practical effect whatsoever. 

Mr. Wier. And then added to that, every painter that is working 
for one of the associated contractors and is a partner in this arrange- 
ment indicates to the painter on his paycheck or cash in an envel 
that he is paid up in the trust fund; is that correct ? 

Mr. Peisner. Not to my knowledge. That I don’t think is so. 

Mr. Mituier. May Lask a question here ¢ 

Mr. Prisner. It isa good idea. 

Mr. Wier. I would not want to embarrass anybody, but I just 
learned that. I did not have to go very far. 

Mr. Preisner. I think it is an excellent idea, but I den’t think that 
that is so. 

Mr. Wier. Istherea painter out there in the audience ? 

Chairman McConne.t. I see one out there. 

Mr. Wier. I won’t put my finger on him, but that is the indication 
that I have which makes the job very easy. 

Mr. Petsner. I will take issue with that, and I know they don’t indi 
cate on the pay envelope that they have paid their welfare fund or 
their check. ‘They all pay by « ‘ash, and they are required to by law 
in the District. I just don’t think it is done. 

Mr. Wier. I am through. 

Mr. Miniter. Mr. Chairman, may I pursue this matter of what I 
might call these unauthorized and unjustified payments ¢ 

1 remember in our history at one time one of our presidents had occa 
sion to say that it is a condition and not a theory that confronts us. 
Maybe you were in that situation with regard to these payments, I 
wonder what was your alternative when there was no way. You say 
there was no way to determine whether this man was eligible. 

Mr. Peisner. There was a way, to hold up the claim for several 
months, which actually controve rted the purpose of the fund in many 
cases, which is to keep food on the table of these people when the y 
have no other source of income. 

Mr. Miuurr. Did the trustees know when you were making these 
payments, did the trustees know that you were making these pay ments, 
we may say, in violation of your express understanding and agree 
ment ‘ 

Mr. Persner. I think it was not in violation of the understanding. 
I think they were aware of the fact that I was inexact in my payments 
by reason of the lag in bookkeeping time. 

Mr. Mitxer. Did they approve of it or did they object to it? 

Mr. Petsner. The thing came to a head in the form of an audit re 
ort, at which time systems were changed which gave me the 1 ecessary 
Seti inectaertinns which had been asked for. 

Mr. Miter. But up until this audit report was made, was it more 

less a secret? 

Mr. Peisner. I don’t think it was a secret. 

Mr. Mititer. Who profited by this 

Mr. Petsner. Beneficiaries. In other words, if a laborer, that is I 
think the entire attitude taken by everyone, because when a laborer 
presented a claim, it is true it turned out that he was short, or shy 
some hours. and he should not have gotten the money, but he rot the 
money, nevertheless. His hospital bill was paid and his baby was paid 
for, and he received the payments. 


pe 
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Mr. Miuter. In other words, no one profited except the beneficiary, 
and you are the trustee. 

Mr. Prisner. That is correct exactly. 

Mr. Boscn. Mr. Peisner. I want to get back to that $143,000 in which 
you mentioned that you and your partners split a net of about $40,000 
or 345,000. Can you give me an idea of how many secretaries you 
employ ¢ 

Mr. Peisner. I employ here in Washington one secretary. 

Mr. Bos H. Well, this 81 17.000 1s the overall tota , 18 it not? 

Mr. Prersner. That is my overall total in all cities. 

Mr. Boscu. Now, vive me the overall total of your secretaries 1n 
all cities. 

Mr. Persner. If you are looking for my expense of operation, I 
think we can really cut short a lot of time. Mr. Bellino has my work- 
sheets from which my tax reports were made, and if he will let me 
have them, I think I can give you the entire information. 

Chairman McConnexz. Let us get the information. That is what 
we are after. 

Mr. Boscn. Mr. Peisner, what rent did you pay for your office ac 
commodations in your various localities / 

Mr. Pretsner. $300 a month here, and we pay S100 a month in Provi- 
dence, and I don’t know the other payments. I would have to find 





out what they are. 

Mr. Boscu. You are pretty good administrator. You seem to have 
quite an efficient setup and it is rather strange you don’t know what 
expenses you pay for office and secretaries. 

Mr. Petsner. I don’t think it is strange at all, and I don’t concern 
myself. 

Mr. Boscn. With details. 

Mr. Petsner. That is precisely it. 

Mr. Boscu. $103,000 of details. 

Mr. Petsner. Iam not talking about $10: 

Mr. Boscu. That is what Iam talking about. 

Mr. Persner. Those specific items are numerous, and other people 
have been doing the accounting for me, and I could not tell. 

Mr. Boscrr. Let me put it this way. How much of the $103,000 did 
you have left over that Isspent for rental ? 

Mr. Prisner. I can tell you that as soon as I see the worksheet that 
we furnished Mr. Bellino. 

Mr. Boscn. That is all. 

Chairman McConne ui. In the meantime, do you receive a salary ? 

Mr. Petsner. No; I receive a share of the profits. 

Chairman McConne tt. In other words, you would cet a share of 
this $40,000, and nothing else. 

Mr. Preisner. Insofar as the trust fund operations are coneerned, 
that is correct. 

Mr. Ruopes. Do you and your partners have any other business? 

Mr. Prisner. Yes, sir. 

Mr. Ruopes. What other busi ess do you have ? 

Mr. Petsner. We conduct a law practice. 

Mr. Ruoprs. A general law practice? 

Mr. Peisner. Yes. that is correct. 

Mr. Granam. And you sell life insurance. 

Mr. Petsner. Yes, I have in the past. 


> 
» OU, 
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Mr. Boscu. Do you allocate any portion of this rental to your law 
business ? 

Mr. Peisner. We never have. 

Mr. Boscu. In other words, you charge the whole $3,600 for the 
office to this trust fund ? 

Mr. Petsner. That is correct. 

Mr. Boscu. Although you take income in that office for the law 
business ? 

Mr. Peisner. That is correct. 

Mr. Boscu. And you use these secretaries for your law business a 
well ? 

Mr. Petsner. Partially. 

Mr. 1 SCH. You don’t allocate their salaries, do you ¢ 

Mr. Peisner. No. 

Mr. Granam. Mr. Peisner, in relation to the life insurance, do you 
sell life insurance to any of these trust funds?’ In other words, do y« 
receive any commissions for any of the life insurance that is purchased 
by the trust funds? 

Mr. Pretsner. Well, let me explain this. In 1948 or 1949 I got a 
general agency for the Union Labor Life Insurance Co. At that time 
I engaged in selling sometimes directly myself, and sometimes throu; 


agents, life insurance in general to the public. That agency has col 
tinued to operate up through today. As part of my agency agreement 
with the insurance company, in the event a policy is sold in the Dis 
trict of Columbia, in which there is no agent designated. there is ai 
override or a commission which is credited to n y account, and that 
would apply to a fund which I had administered or it would apply to 
funds which I have had absolutely nothing to do with. 

Mr. Granam. Do you receive commissions from any of the life 
insurance that is carried by these trust funds ? 

Mr. Py ISNER. Well, | thought | explained that. I receive uh overe- 
ride. 

Mr. Grawam. From how many ? 

Mr. Preisner. Ilow many of them? The few that do have life 
surance with this company of which IT am general agent. 

Mr. Granam. What unions are those 7 

Mr. Petsner. I think it is probably, I think it is the painters and 
the ironworkers. Iam not sure. 

Mr. Granam. And the laborers ? 

Mr. Peisner. No, sir. 

(Some worksheets were given to the witness. ) 

Mr. Petsner. | think I can answer your question now. The rent fo1 
the various offices totals $6.515. This is for the fiscal vear ending July 
31, 1953. 

Mr. Boscn. In other words, $3.600 for Washington and $1.200 for 
Providence and $1,715 for Boston, is that correct ? 

Mr. Pretsner. That is right. 

Mr. Boscu. How many secretaries do you have ? 

Mr. Persner. Perhaps I had better give you the entire payroll]. I 
do not have the secretaries listed as individuals. 

Mr. Boscu. Who would you have on the pavrol] 7 

Mr. Pt ISNER, We have “a secret iV inh each oft those places, and we 


have a receptionist, and we have several file clerks, and we have at 
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adjudicator. In Boston on my direct payroll we have—I call him a 
policeman. 

Mr. Boscu. A policeman? 

Mr . Petsner. I meant by that someone who ise mp loyed spec ific: ally 


as field re presentative al d also an office mana ver in Boston. 
Mh Boscw. Car eee a. figure ? 
Mr. Prisner. The total payroll i all of the offices was $53,459.96. 
Mr. Bose H. $93.459.96 7 , 


Mr. Peisner. That is correct. 

Mr. Boscu. Would you say that about 15 employees would be 
rigehit 

Mr. Petsner. I thi wt so, 17 or 18. 

Mr Bos H. Ally rial - 6 h ead. What else h: ave you rot t] 1ere ? 

Mr. Py ISNER, We a >a Dusiness p romotion e xpe nse of $182.72, 

Mr. Boscw. Business promotion is what ? 

Mr. Petsner. I do not know what would be included. 

Mr. Boscr. Is that legal business promotion ? 

Mr. Petsner. Oh, no. This is the profit and loss statement for the 
welfare fund operations. Do you want the entire list ? 

My hoscH If vou don’t mind. 

Mr. Petsner. I wonder if I might refer to my associate, please. 

Mr. Boscu. Refer to anyone you want. 

Chairman McConnetui. Just give us the facts, that is all we want. 

Mr. Prisner. There is an item of $6,343.63, which is an allowance 
for employees’ expense. We had several emp! ovees whom we sent to 
Boston on a temporary basis and paid a living allowance. In addi- 
tion, the fieldman has certain expenses in connection with automobile 


und travel and gasoline and so on which we pay for aside from the 
payre - 

Mr. Boscu. Just before you go any further on that, what would the 
occasion be for sending an emplovee in the Washington office to 


Boston ? 

Mr. Petsner. We opened up the office, and we did not know who I 
would have there permanently, and so we sent one of my local assist- 
ants. 

Mr. Boscn. That isan expense that occurs once ? 

Mr. Petsner. That is a one-time expense: that is right. There is an 
item here for general expense, $1,437 02, and I guess that is a sort of 
eee item; postage, $2,714.33; stationery and printing and 
office supplies, $6,475.51 : subscriptions, $340.34. 

Mr. Boscn. That would be ads in journals? 

Mr. Petsner. That is, the Dodge reports. They are very expensive. 
The rent item you have. Repairs and maintenance, $2,449.34, 

Mr. Bosc. Repairs and maintenance to what, the machines? 

Mr. Petsner. Machinery. Telephone and telegraph, $3,433.44; 
travel and entertainment is $5.935.23. 

Mr. Boscu. That is travel and entertainment in connection with the 
trust fund ? 

Mr. Petsner. That is correct. 

Mr. Boscu. Who, for instance, would derive the benefit of such 
entertainment ? ; 

Mr. Petsner. The only entertainment that we ever do or we have 
ever charged, is annually it has been my custom to hold one meeting, 
usually around Christmas time, for the entire board of trustees at gen- 
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erally the officers club at either Bethesda or Bolling Field, at which 
time we hold the meeting and present our reports and give a dinner; 
the general idea being that it 1s encouraging or od relat onships, not 
between myself so much as between the employer and employee repre 

sentatives. It costs me $100 or $150 a dinner each time. 

Mr. Boscn. Mr. Peisner, no part of this $5,935 finds its way into the 
hands of any union delegates, does it ? 

Mr. Petsner. No, sir; not one cent. Insurance, $683.87. IBM rental, 
$2865.62 

Mr. Boscn. That is an annual charge ? 

Mr. Petsner. No, I estimate that our entire IBM setup now costs 
us about $1.000 a month. ‘That is, rental of machines which runs 
around $400 a month, and supplies. 

Mr. Boscu. You figure your depreciation ¢ 

Mr. Peisner. No; you cannot buy those machines, they are rented. 
The machines run around $400 a month, and then a S paper and 
3 operators, 2 or 3 ope rators—1 in Boston and 2 down her Their 
payroll, I think, plus the rental the machine wi ald cost about Sl ( ), 

Chairman McConneti. They are part of these 17 or 18 employees 
of yours ¢ 

Rs EISNER. That isright. We only put in the IBM system around 

che or November of 1953, and so that is just a partial charge. 

he tax is $2,105.29. We have a group insurance program for our 
ewn employees which costs us $678.20. Bank charges, $27.79. Heat, 
hight, and p wer, $217.46. Commissions, $10,482.50. 

Mr. Boscu. Commissions to whom ¢ 

Mr. Prtsner. Commissions which I paid during that fiscal year 
for obtaining additional] bu iness, Phat IS, additior ul contracts , 

Mr. Boscn. For the trust fund ? 

Mr. PetsNer. No. Prior to that time, to this year, I had had business 


only in rd QD. ©. Subsequ nt to that time, ft! rough at 
arrangement, an ployment arrangement which I had made with 
two individuals. I Wi a suc coastal i 1 getting enough contacts in other 


cities to acquire the additional Sach. ess In Boston, Providence, and 
Baltimore. Part of the employment contract involved a payment of 
a commission, and that is exactly what that 1 

Chairman McConne.u. The person to whom you paid this commis- 
sion, what is their job? Are they salesmen of some sort ? 

Mr. Petsner. That is what they did for me. 

Chairman McConnetn. What is their regular job? 

Mr. Petsner. They are also employees, in one case, of local district 
council, and one is an employee of an international. 

Chairman McConnett. In other words, they are union members? 

Mr. Persner. That is correct. 

Chairman McConne tu. | ite that you said that no money had 
been paid to any union peop yle, just a few m nutes ago. 

Mr. Prisner. No, the weuiiea was whether any of the entertainment 
expense had.been paid. 

Chairman McConnetu. None of it was paid there, it was paid from 
another source ¢ 

Mr. Petsner. That is correct. 

Mr. Wier. It might be well to get those names of those individuals 
that received money for swinging this business. 
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Chairman McConnett. I presume it is the one’s mentioned in Mr. 
Parkhurst’s report. Leo Nazdin, is that one? 

Mr. Petsner. That is right. 

Chairman McConneti. And F. M.? 

Mr. Petsner. That is Faust Moreschi. 

Mr. Boscu. Would vou tell us how much each one got ¢ 

Mr. PeIsnrer In this ise, | believe it was half ea hh. 

Mr. G@RAHAM. SD.000 apiece. 

Mr. Wier. Was Moreschi any relation to the international pres 
de} 4 


Mr. Peiswer. He is his son 


Mir. Risopes. He i member of that local / 
Mr. PEISNER. [ do not know Wihiat local he Is a member of. He is an 
nternational official. 


, Mr. \\ IER. A Vice pres dent. 


Mr. Py ISNER, |] he circumstances behind that, if vou are interested, 
] 


1 would be glad toexpla 


Mr. Boscu. We are aly \Vs willing to he { explanation 

Mr. Persner. In 195] when I made arrangements, when I made 

ntacts with the laborers union here. That is, contracts with them. 
We proceeded to operate in 1951, and subsequent. Sometime at the 


1951. or the early part of 1952, I was engaged In a conversation 


Ir. Moresc] land Mr. Nazdin. l do not ky ow who suger sted it, 


—~— 


} it if Was apparent that these two people, } wrt larly Mr. Moresehi, 
o rnational official, knew a great deal of people throughout 
nternatior a ill o r the co iw. It Wil coested that }¢ rhaps 

they micht be instrument il iIntrodu me ne to people outside of 

Wa nytTo 


vested. Who suggested / 

Mr. 1s ISNeER. It mught have been mv suggestion, ] do not recall. lt 
might have been thei It came up In conversat that they knew 

iwful lot of people. I think perhaps it was my suggestion that they 
might be willing to inter ede on my behalf and ntroduce me to various 
people throughout the country and recommend me, and that asa result 
of tho recommencdatlo I might obtain business outside of Wash 
hort . | hac attempted to do Con my ow .inM ami, and I was mu 

ecessful I thought that pel haps by hay Ing the intercession of some 
ot] people | a oht by more suecesstful. 


ae 
Mr. Bosen. How did you arrive at that figure of $10,000 4 
Mr. Prisner. We did not arrive at it. I originally arrived at a 
eure of, a flat hfioure of S300 a vear, and that was for the first 
litions attached to it. ‘That is, we did 
not know whether we would be successful or not. Asa result of our 
rangement, I was taken to the international convention in New 
Orleans, and I went with these people to Richmond, Va., and I was 
ntroduced to officials there. I attended the local A. F. of L. conven- 
tion at Baltimon and ] went to Norfolk, \ a. 1 went to Pittsburgh. 
Pa.: Baltimore, Md.: Sal sbury, Md., and Boston and Providence. 
Not all of the recommendations bore fruit, but several of them did. 
Those were the contacts made for me in Baltimore and in Boston 
ind in Pro lence. So after we saw that those contacts had been suc 


{ 


vear. ‘There were no cone 


cessful, we set down and determined that a commission should be paid 


eh would be fair for all of us. whi : would compensate them for the 
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etforts that they made, and would be worth while to me and would not 
De exorbitant. We agreed On a fioure, | believe, of Sl, percent eucl 
It was ot the Gross Income Over a period of 3 yvears. ‘I hat would he 
final. Ineluded in that figure was the advance that I had made to ther 
of $3,500. That is how it was arranged. 

Mr. Wier. Let me inject this—and this is only my own thinking 
You had been servicing the building laborers here in the District of 
Columbia some time prior to that. You yourself have indicated that 
you did such a food job that you have attracted most of the building 
trades here that have entered into welfare funds with their employers 

Now that being true, knowing Mr. Moreschi’s position, | would a 
sume—and I assume this from long experience—that he should have 
recommended you without any cost to anybody, to any of his locals 
to do this servicing job on the basis that the job here has been well 
done, as you said. You cannot convince me that it was necessary for 
you to spend a dime to get this servicing for any of the building 
laborers’ local unions, unless somebody else was offering or attempting 
a competitive otfer. 

Mr. PEISNER. Well, | could not get people to work for me for 
nothing. 

Mr. Wier. It is not working for vou. 

Chairman McConneun. When you were asked how much you are 
paid to administer a certain amount of these funds per vear and you 

tated a certain amount lL think it was around S144.000 or somewhere 
in there. 

Mr. Petsner. That is right. 

Chairman McConneuu. Is this amount, this commission or these 
commissions paid to these union officials, part of the cost of the a 
ministration of these funds ? 

Mr. Petsner. As far as I was concerned, yes. I paid them a pet 
centage of what I was paid, 

Mr. Boscun. Mr. Peisner, did any of these contracts that you 
made result in legal business to your firm ? 

Mr. Petsner. No. 

Mr. Bos Il. Are you sure ? 

Mr. Petsner. Yes. 

Mr. Boscu. I do not know what do you show as your total income 
for that period there ? I have a discrepancy here of about $3,800. 
Unless you have not covered all of your expenses 

Mr. Petsner. No, there are two more. There is a moving expense 
of $204 and a depreciation expense of $710 

Mr. Boscn. A moving expense of $204 ? 

Mr. Pretsner. Yes, sir. 

Mr. Boscu. Mov Ing from one ollice to anot!] er’ 

Mr. Persner. Yes, sir; that is right. Also, a depreciation expense 
of S710. 

Mr. Granam. What is the depreciation on / 

Mr. Peisner. Office furniture and equipment. 

Mr. Boscn. That leaves me 82.700 left off 

Mr. Petsner. Did you get a tax figu 

Mr. Boscn. Yes, I got that. 

Mr. Py ISNER. ] can go down the expe? eS ac@ain if you Wwiht 

Mr. Boscn. What is vour total fioure there oO} the top? 


} \ 
lial Ve 


; ) i 
re of SY? SO) 7 
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Mr. Prisner. $148,208.01. 

Mr. boscu. What is your net? 

Mr. Prisner. $40,841.04. 

Mr. Boscu. That is where the difference is. There I had a little 
less figure for your net. 

Chairman McConnetu. I come back to that matter I was speaking 
of before. What would commissions paid to get business to union 
oflicials have to do with the administration of the funds in existence, 
and how do you justify putting those together? I can understand 
you are putting aside a certain amount for new business in your own 
personal setup; but for the cost of administering funds already in 
existence, which I understand is what this amount of one hundred 
and some thousand dollars is, you say that is for the administration 
of these funds. What does getting new business have to do with that ? 

Mr. Peisner. Well, all I can say is that compared with any other 
enterprise, if you are in the real-estate business and as part of your 
real-estate operations you paid for advertising for new business, I 
think that is part of your overall costs. 

Chairman McConnetu. It would not be the administration of 
funds already in existence for the benefit of workers. What does that 
have to do for the benefit of workers? You and a couple of union 
officials got the benefit out of that. Where do the workers get any 
benefit ? 

Mr. Pretsner. The only thing that would have happened, if it is 
a question of accounting desionation, my profits instead of being 
$40,841.42, my profits might be said to be $50,840, of which I used 
$10,000 for the attempt to secure new business. 

Mr. Ruopes. Then if you add the cost of employees which should 
have been allocated to tend to your law practice, you would have an- 
other figure. The whole statement seems to be a little bit phony from 
an accounting standpoint and from several standpoints. 

Mr. Boscu. Mr. Peisner, do the trustees know that you have other 
business besides this administration ? 

Mr. Prisner. Absolutely. 

Mr. Boscu. And they know that no part of that is for your other 
business ? 

Mr. Prisner. I get a flat fee, Mr. Bosch. That flat fee was received 
as a result of negotiation. My fee for administering the carpenters’ 
trust fund, for example, is $1,500 a month. It seems to me, whether 
I charge on my own personal books, a rental for a law office, 1 out of 6 
cr 7 rooms, that it is immaterial to the carpenters’ trustees. My fee 
is $1,500 a month, which is less than anyone else’s fee. If they do 
not choose to pay me $1,500 a month, they can go elsewhere. 

What I do internally, whether I conduct cost accounting procedures 
and charge a particular telephone call to legal practice or not, I do 
not think is anybody’s concern. 

Chairman McConneti. Now, Mr. Peisner, you state that you get 
$7,000 per year from the painters, $6,000 per year from the operating 
engineers, and $2,100 from the ironworkers., and soon. That is to ad- 
minister their funds. That is why I understand you get it. 

Mr. Petsner. And their funds are being administered. 

Chairman McConnetu. Now, when they give you that, are they 
giving that to you to pay out in new commissions to run a law office 
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for your own practice and get new business? I do not see hi 
can condone such a method of setting up your books. 

Mr. Preisner. Mr. McConnell, they are giving me that 
administer their funds. 

Chairman McConnewu. Their funds, that is right. 

Mr. Prisner. Let me point out something to you. If there 


1\V 
way in which ] can reduce the cost of operation thro on more opera 
tion, I am not on a cost-plus contract. That difference does not 
accrue to the trustees. That is additional profit to me. It is just as 
conversely every once na while thre board of trustees W | have 
some sort of idea for additional administration which will entail 


expenditure on my part. Ido not get reimbursed for that. 

For example, they will write a new trust agreement. They have 
not Ww ritten one for 2 or 3 years, anc they decide to modity one. You 
have to print them all over again and distribute them. It might cost 
four or five hundred dollars or a thousand dollars. That 1 
of the rise, of the business. I get a flat fee 

Mr. Granam. But on the other hand, Mr. Peisner, if you did not 
have to pay these fees, you could afford to make the same profit o1 
you would make the same profit and it would still cost the trusts | 
would it not ? 

Mr. Prtsnrer. No, the point is that if I had not p: 
would not have received this other business. I t 
would have been considerably le 5. Don't 


just part 


iid these fees, I 

hink my own profit 

forget these thing bore 

fruit. It isnot just an expenditure for nothing. 
Mr. McCape. Mr. Peisner, L would 


like to be more specific on 
some of these money payments. 


vi You say that one of the recipients 
lS Faust Moresc] l. Now pre isely Vi ho “ he, for the record 

Mr. Prtsner. He is an international official of the Hod Carrie 
Union. 

Mr. McCarr. An international official of the Ilod Carriers [ n ? 

Mr. Petsner. Yes, sir. 

Mr. McCapr. And it has been established that he is the 
international president of that union. 

Mr. Pretsner. Yes, sir. 

Mr. McCarr. Now, who is Leo Nazdin ? 

Mr. Prisner. He is the president of the 


/ 


laborers district coun il, 
and he is also an international official. He occupies a position wi 
the international. It was in that capacity that we discu 
of his influence throughout the country. 

Mr. McCapr. You discussed the use of influence to bring to vou 
further funds to administer. Now you say 
of you got together. Who suggested it? 

Mr. Peitsner. This was a long time ago, and I do not recall who 
suggested it. 

Mr. McCane. This is an important segment of your business, and 
it brought a lot of revenue to you. 

Mr. Petsner. Yes. 

Mr. McCase. And you mean to say you cannot recall now who got 
the bright idea first ? 

Mr. Petsner. It arose out of discussion, and it may very well have 
been myself who suggested it. 

Mr. McCase. But you are not sure? 

Mr. Petsner. I am not sure. 


] 
eqdt The e 


that sometime the three 
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Mr. McCase. How did it happen to involve the 3 of you, as distin 
guished from, say, you and 2 other individuals who might have had 
influence ? 

Mr. Py ISNER. Because these two individuals were the people whom 
I got to know closely in connection with transactions that we had. 
Mr. Nazdin, as president of the Laborers District Council, has dealt 
with me during the previous year, I fot to know the fact that he was 
an international official. He knew other international officials, and 
I know. even to the present day, no other internat onal officials either 

n that union or in others. 

Mr. McCapr. He was also a trustee of the various welfare funds 
then in existence, which you administer ? 

Mr. Preisner. That is correct. 

Mr. McCabe. Of the laborers union ? 

Mr. Prtsner. Yes, sir. 

Mr. McCarr. How did you know Faust Moreschi? 

Mr. Prisner. From introduction by Mr. Nazdin. 

Mr. McCarr. You had no dealings with him ? 

Mr. Petsner. No. 

Mr. McCarr. How did you feel he was competent to endorse you 4 

Mr. Petsner. How did he feel ? 

Mr. McCarr. How did you fee] he was competent to endorse Vou, 
and how could you ask him to endorse your competence as an adm 
istrator ¢ 

Mr. Prisnrr. I was not interested in having him endorse my com 
petence. I was interested in having him make initial contacts for me 
and introduce me to people so that I would not walk in cold. After 
that I can sell myself. 

Mr. McCanr. You did not mind his trying to sell a product he 
didn’t know ? 

Mr. Persner. I do not think he sold the product so much as intro 
duced me, as someone who had something To sel], As I said a moment 
ago, once I have the entry so that I can walk in and talk to somebody, 
I think I can demonstrate myself and sell myself without any other 
assistance. 

Mr. Wier. How many people participated in this dividend of 
S10.000 7 

Mr. Petsner. This commission was paid to two people. 

Mr. Wu R. Of course, you eall it a commission. That is a cood name 
for it. 

Mr. Petsner. I think that that is exactly what it was. 

Mr. McCanr. You said that you paid both of these men 814 percent 
of the gross business they brought to you from outside of Washington. 

Mr. Petsner. That is correct. 

Mr. McCarr. How much does that amount to in money ? 

Mr. Pretsner. It runs about $7,500 a year: it ran around $7,500 a 
, 


vear., 
Ir. McCarr. For each one? 


\ 


Mr. Petsner. Yes: that is right. 

Mr. McCane. Over how lone a period of time ? 
Mr. Petsner. The limit was 3 years. 

Mr. McCaprr. Three years? 

Mr. Petsner. Yes. 
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Mr. McCane. Is it correct to sav then that between the v of them 
they get 815.000 a year, al dl $45,000 for 5 years ¢ 

Mr. Peisner. That is correct. 

Mr. McCane. To use their influence to bring you business ¢ 

Mr. Peisner. That is right. 

Mr. McCarr. How was that paid / 

Mr. Prisner. Monthly. 

Mr. McCase. In what manner, eash or check / 

Mr. Petsner. Usually check. 

Mr. McCapse. Usually check ¢ 

Mr. Prisner. There are occasions when I pay them in cash. 

Mr. McCape. Accordn @ to the records which you submitted to us 
vesterday, the pavinents were made period lly n checks drawn, one 
to the order of Leo Nazdin and the other to eash. 

Mr. Petsner. Yes. 

Mr. McCanr. Both of them endorsed md presumably cashed DY Mr. 
Nazdin ? 

Mr. Pretsner. That is correct. 

Mr. MecCapnr. Why did you hot show Oh your own books that there 
Was a payment being made to Mr. Moreschi 2 

Mr. Pt ISNER. We did. We had his initials dow) there. 

Mr. McCane. Why did you not pay him ? 

Mr. Prisner. I did not have much personal contact with Mr. 
Moreschi. 

Mr. McCapr. He was selling you. 

Mr. Peisner. He was up on 15th Street and I was down here. I 
would see Mr. Nazdin. I would draw the checks and pay him and 
let it oo at that. 

Mr. McCapr. You sent the mor ey to Mr. Moreschi via Mr. Nazdin 
asa messenger: isthat what you are telling us / 

Mr. Peisner. That is correct. 

Mr. McCasr. This was a $15,000 transaction and you used one of 
the recipients as a messenger ? 

Mr. Petsner. That is right. 

Mr. Mi CARE. Now. when cid vou fir t start these payments ¢ 

Mr. Preisner. I donot reeall. I believe in 1952 

Mr. McC ane. I understood you to sav a moment avo I want to 
be sure—that you started to make $3,500 payments m 1951, 

Mr. Petsner. I believe at the end of 1951, I think it was maybe No 
vember or December of 1951 or January or February of 1952, and I 
do not recall. 

Mr. McCarr. And then it began to grow ? 

Mr. Pretsner. Yes. 

Mr. McCane. Did you pay anybody any money for this type of 
fluence in 1950? 

Mr. Persner. No, sir. 

Mr. McCane. Did you make any such payments in 1950? 

Mr. Petsner. I donot recall. 

Mr. McCanr. I would refresh your recollection by referring to the 
income-tax return which you supplied us, your own return, wherein 
you list a commission payment of $1,500 in 1950. Does that refresh 
your memory ? 

Mr. Persner. No, it does not, and I do not recall who that was or 
what it was for. 
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Mr. McCasr. You do not recall 4 

Mr. Prersner. I think it may very well have been in connection with 
insurance business that I was conducting. It was not in connection 
with getting new business. I have always had a general agency with 
this company. I have it to this day, and there are people working 
for me now. 

Mr. McCase. But in any event, you say it was not for someone to 
use his influence to bring you new business. 

Mr. Persner. No. 

Mr. McCanr. As were these others. 

Mr. Petsner. That is right. 

Mr. McCase. How about 1949 ? 

Mr. Petsner. No, sir. 

Mr. McCasr. You made no payments in 1949 ? 

Mr. Petsner. I do not recall any. 

Mr. McCane. That was the year you began the separate adminis 
trator operations. 

Mr. Petsner. Yes, sir. 

Mr. Boscn. Mr. Peisner, did I understand you to say that this $1,500 
commission shown in 1950 was also charged to this fund, although it 
was concededly for your own general insurance business ? 

Mr. Petsner. I lumped them all together at that time; that is right. 

Mr. Boscu. I have one other question. I get a little balled up in 
these figures. This is a better business than I am in, I can tell you 
that. I notice that in this $147,000 allocation there is nothing in con- 
nection with your legal business. Where do you show that return, 
or do you make a return for the legal ? 

Mr. Prtsner. Where do you mean? the $147,000 allocation ? 

Mr. Boscn. I mean your gross income of $148,208, which was the 
figure that you gave me. 

Mr. Peisner. That does not include my legal income. 

Mr. Boscu. Where do you record that ? 

Mr. Peisner. That is submitted on a separate partnership return. 

Mr. Boscu. And do you charge, as an expense of that legal business, 
rental for the office ? 

Mr. Peisner. No: we do not. 

Mr. Boscu. What do you show as expenses against that business? 

Mr. Prisner. Telephone—we have a separate telephone for the 
legal account—and paper and stationery and books we buy. That is 
about it; any traveling we might do in connection with legal business. 

Mr. Boscn. All right. 

Chairman McConnetu. The rest of it is all charged up to the ad- 
ministration of these welfare funds? 

Mr. Petsnrr. The only rest that would be involved is when we use 
the girl maybe an hour a day for typing, and space. 

Chairman McConnetu. All of these expenses, other expenses of 
your law office, are charged up into the cost of the administration of 
these welfare funds? 

Mr. Prisner. That is right. 

Mr. Ruopes. Do you and your partner share in the profits of the 
legal partnership in the same proportion of the partnership of the law? 

Mr. Prtsner. No: Mr. Sperling is not a lawyer. 

Mr. Rioprs. So that that is a separate enterprise entirely ? 

Mr. Peisner. Yes. 


(Yr 
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Mr. Ruoprs. I would like to get into another phase, but will you 
go ahead, 

Mr. Granam. Mr. Peisner. is any life insurance purchased by tl! 
trustees in Providence, Baltimore, or Boston purch: ised through you ¢ 

Mr. Perisner. No. 

Mr. GRAHAM. You receive no commission on any life insurance that 
is purchased by any of those trust funds? 

Mr. Peisner. No, sir. 

Mr. McCase. I woul 1 like to ask one further question in connectio1 
with these “commission payments. We understand from our investi 
gation that you did make commission payments in 1949. 

Mr. PEISNER. J do not recall them. 

Mr. McCapse. You do not recall any ¢ 

Mr. Pertsner. No, sir. 

Mr. Ruopes. I would like to consider with you for a few minutes 
the benefits which are payable to various customers of these unions. 
In the first place, you have differen t poll cies or different benefits pay 
able to the laborers than you would pay to the painters, for instance 

Mr. Perisner. Yes, sit 

Mr. Ruopres. The benefits are based primarily, I presume, on the 
amount of money which is paid into the funds, are they not? 

Mr. PEISNER. The benefits v: iry not so muc h on the basis of that. but 
on the various boards thought that various types of benefits had dif 
ferent significance. One board thought that hospitalization was im- 
portant, and another one thought that life insurance was more im 
portant. You just have so many cents to spend, and you can allocate 
it either here or there, as you choose. 

Mr. Ruopes. Did you have actuarial assistance in setting up the 
benefit schedules ? 

Mr. Pritsner. Well, indirectly, yes. What we did, actually, was 
copy the insurance company’s proposals. They all had proposed to 
insure the programs. Then the boards decided to self-insure, and we 
just adopted the insurance company’s proposals. 

Mr. Ruopes. What you really have, then, is an insurance company 
without its legal reserves, isn’t that correct ? 

Mr. Petsner. That is what I would say; that is correct. 

Mr. Ruopes. As far as the life business is concerned, though, you 
do buy policies with an ordinary legal reserve life insurance com 
pany ¢ 

Mr. Petsner. That is right. 

Mr. Ruoves. As to the individuals involved—say, for instance, I 
belong to the Laborers No. 2, and I work for 40 hours this week and 
I am paid the going wage. There is a deduction from my pay, pre- 
sumably. 

Mr. Petsner. No: there is not. 

Mr. Ruopes. How is it handled ? 

Mr. Petsner. That contribution is legally a contribution by the 
employer in addition to the wage paid to the man, and it is not, legally 
speaking, considered part of the wage scale. It is so designated by 
the Bureau of Labor Statistics in determining the predetermined 
wage, and the man does not pay income tax on that. The employe 
does not pay social-security contribution of 2 percent or workmen’s 
compensation of unemployment compensation, which is based on 
percentage of the pay roll. 
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Mr. RHODES. Pout t 1s deductible as a business expense ¢ 
Nin i ISNER. Yes: Wh a eparate itegory. That is right. 
Mr. Rutopes. Now, when this money is paid in by the employer, 


does thre Halis idual who varned the money vet credit 4 In other words, 


Dovou mvean separate ! leone i one 4 
Mr. Preisner. That is the IBM system I was talking about. We will 
puneh a ¢ rd every Clie | lan’s hame appears on any report and, 


through an asse mblin gy system or sorting svstem, we accumulate mm one 
place all of the work records that that man had during a particular 
period nvolved 

Mr. Ruopes. Now you mentioned these unauthorized payments that 
vou had not vottel the records for the month of June. Your men 
are pa d by the week: are they not / 

Mr. Prersner. Yes: but the employers are required by the working 
and trust agreements to report quarterly, and they report and they 
accumulate all of the earnings for one quarter. So we get the June 
report. even if it is not delinquent, and we do not get it until July 31. 
That is at least a month behind. Then it is not usable for at least 
mother mol th to a mol th ‘1 cl a half hbeeause of bookkeeping diftieul 
ties. It takes that much time to post and accumulate. Yet. under the 
same rules established by the board of trustees, if a claim is filed on 
July 1, I am required to give the man the benefit of any hours he 
worked during April, May, and June. At the same time, it 1s not 
available. 

Mr. Ruiroprs. Now taking this case again of a laborer who had 
worked 40 hours, assume he did that for 2 months and then he became 
eligible for benefits. Then assume that he became ill. He would 
make a claim. How do you determine the amount of money which 
you would pay him ? 

Mr. Petsner. That is a flat basis, and once he becomes eligible they 
are all eligible for the same benefits regardless of the number of hours 
above the minimum that they have worked. In other words, whether 
they just hit it on the head and work it 800 hours or made 600 hours 
during the period has no significance. They are all eligible to so much 
for loss of time—that is, $20 a week—or so much for hospitalization 
or so much for medical care, and so on, regardless of how many 
hours made them eligible. 


Mr. Ruopes. Presumably thev all vet the same wage, do they not. 
so that therefore the cont bution is the same ? 

Mr. Petsner. That is right. 

Chairman McConnens. All right. The subcommittee decided to 
adjourn for the day until tomorrow at 10. We will resume with Mr. 
Peisner again. 

(Whereupon, at 5:10 p. m., a recess was taken until 10 a. m. Wed- 


nesday. December 1, 1954.) 
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145 A. louse Office Building, Llon. Samuel I. Vat Ol nell. Jr. (chal 
man of the subeommittee). presid ho. 

Present: Representatives McConnell, Bosch, Rhodes, Lucas, Wier, 
and Miller. 

Present also: John Gl Grah ni. stall director: Edward x. Mad ibe, 
general counsel: L. M. Weltmer, as ant general counsel: Russell 
C. Derrickson, chief investigator: Carmine S. Bellino, special con 
sultant: and R ivmond ©, Cole, Jr., special investigator. 

Chairman McConneti. The hearing will please come to orde1 

When we adjourned vesterd iv, the witness on the stand was Mi 
Arthur A. Peisner. I will ask Mr. Peisner to step forward and co 
tinue with the hearing. 


't ] ] 4 
phe special subcolimittee 1 uv Aa. Mm.. pursual to recess, 1n roo! 


TESTIMONY OF ARTHUR A. PEISNER, WASHINGTON, D. C.—Resumed 
Mr. Wier. Mr. Chairman, before the questiol Ing opens this n 


ing, | want to make it known to the committee that I hope those 
that are questioning these witnesses in this case will determine 
pinpoint because I was very concerned. last nieht after hearing what 
[ did as to how much of these funds that have been deposited in t] 
District of Columbia by the employers in the trust funds have been 
used for the benefit of the emplovees. That is. the benefits covered 
by the policies and how much of these funds up to this time have been 
expended for other purposes. I want to see how much the employees 
are getting out of this and what it 1s costing to administer it. I would 
like to have that pinpointed, and hot hioures oul of the alr. I would 
like to see that nailed down. 

Chairman McConnett. Mr. Wier, we will endeavor in our ques 
tioning to bring things like that out. Any time you feel you wish 
points brought forth, do not hesitate to ask question 

Mr. McCann. Mr. Peisner, yesterday afternoon in response to ques 


tions by ¢ ongressman Bosch vou outlined certain of vou expel oe 
tures for the fiseal year ending July 31, 1953. There was also 
considerable discussion, as you re all, about pavine which were 


6 . . as 1 1 1 1 
labeled COMMISSIONS. | would | ke tO have Vou explalh to the com 








( ) O} LFARI AND PENSION FUNDS 
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\\ o hice w vO mM \ eflect that t money was 
Isle it places other than Washington 

M | sER. I th \ to i that ou e plac ‘ i 
TT CAHCE ! rece Ht hg wh h iid QT he placed. | 
1p ne to i ci al al pou 1 i d-loss st itement 
for y office. It just happened that the main bank account for 
+n ston, D. C.. The other offices would 
me from those offices into Wa ton, and we paid 
\\ ton, LD. ¢ Phe fact that I put o umn 
\\ | 1), ( & { OnMIS pald O 0] \\ | noton,.” 
‘ onit o ex mt that « ‘ | S 
\l Vc 1 1) efl self in I t pro h you 
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nil x ( ‘ Wa Inet eX PM wall ould not 

s71 ( I J rure of vour net ro tO e \\ l LO othies 
Mr. Preisner. I am appare ol e ¢ in getting my point 
cross. We have never attempted to make any specific profit and loss 
deter ition office by office. If you want that done, it not too diffi- 
ilt to do. We would have to @o throuen every iem on that expense 
ma illocate It to the propel otfi » 1 if 5s expensew!se. it 

it the oflice from which it paid, or ¢ sample, much iT my trans 
portation, or all « f my transpo) tion, Was pa 1 out of a bank account 
I have in the Boston office: ereas at least half of that was due to 
travel t¢ Pre Vice e. R. ] so accountinewilse thers S oO sionificance 
ill If | made a tele} Ol | to Boston, which we do every day, 
irom a cost iccounting pol ot view | VC ild say { hould be charged 
t\ Bostoi operations}; | LC 1t Wa oe | was charge Lo Wa hington, 

because that is where we paid the bill. 

In other words, anothe point 1s, I think, the depreciation for office 


supphes and equipment I think that you will find is charged to Wash- 


ington. Yet there is office equipment elsewhere. It is just a question 
‘f where the cash was paid out. 

Mr. McCaprre. That is the point that puzzled me in looking at this 
Statement. You Say you have not made a detailed listing of profit 
ind loss office by office, and yet this sheet which you turned in to the 

mimittee and \ hich Congressman Bosch used asa basis for question- 
ng you yesterday shows a specific breakdown of profit office by office. 
I wondered, in the light of this heavy charging against the Washing- 
ton oflice, if this statement Is not in itself misleadn or, 

Mr. PEISNI r. It was never intel ded to be mis] adil Gg, All we were 


Interested Nn doing and that a col solidated statement was to vet 


a COnsolaatiol 


1 which is that right-hand column. That is the only 
purpose of that statement. What we could very we 
list all of our expenses in one big column. We chose to do it that way 
because it was conve nient. from the point of view of taking the ex- 
penses from the bank records and other records we had in each office. 
That is not intended to be a cost-accounting record. That is the only 
answer I have for you. ; 


I] have done was 
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Now, If you choose to use it as such, which it was not intended to be 
and was nevel1 ended tor, then it would be 1 sleading. 

Mr. Mot 1BE. We do not choose to use it for \ } ( 
it was not intended. That l the q estiol | aires L¢ 0 

Mr. PEISNER. ‘J only o ot that state! ' 
tions of overall ineo le and our overall Cost Of op tiols. W VOU 
will find in the right-hand colunn j i \ 
of each of the enn in the va 0 Phi 
that it wa paid l ot or OLice Tt ho I Vy baie 
mecurred in that ofhiee. 

Mr. McCanr. Then, aside from this profit and loss nt, dl 
you say that this so-called com Oh eXp bh Item properly 
charged to the cost of doing busine n Washinet« 


Mr. Petsner. No, of course not. 

Ir. McCarr. Where would you « roe it? 

Mr. Peisner. I would have to apy If vou wa ltod ! 
mine where it should be ay plied, | wouid of ne V apportio t 
imong the other offices in proportion t mr » | would 

Mr. McCarr. In pre port on to income 2 

Mr. Petsner. That is correct. 

Mr. R101 ES. Mr. Pe ner. | am ul able t determine how you 


your fee in taking on these various accounts. Is it so much per man, or 
is it on the estimated amount of premium and i yme é 

Mr. Petsner. In determining what my fee should be, I ope 
two Ways. I sually come to the same conclusion Kirst, | ask e 
people with whom I ar lealing, who generally do 1 KON e at 
the inception of a fund you do not know what your income v | 
ask them to estimate how many people they have in their ult and 
what the average income 1s Chat is, income of the individual, and 
from that I can estimate what their fund cont il will be. | 
I generally apply a 4- or 5-percent figure on that, somewhere bet 
t and 5 percent, and I calculate that to be my fee. iL know in the } 
that I can operate and still make a prolit on that ba 

Then I tackle it from another point of view. I know that pract 
enlly—I wouldn't say practically—that many administrators who are 
competitors of mine operate on a cost bD of 50 cents per month or 


$6 per year. I knock oft of that or discount it by about a third. I 
usually charge somewhere around 40 cents a month per man, which I 


f 


believe Gives me st ch a competitive a lvantage 
an advantage. 

Nevertheless, | then must caleulate on small funds the absolute cost 
of operating and office. There are certain minimum overheads that 
must be met, and in ease the fund is so small that either ot the two pre 


i 
1 


vious calculations do not produce enough Income to meet the minuwnum 
overhead, I, of necessity, must charge the minimum overhead. 

Mr. Ruopes. Then the basis for figuring the fee in these Washing 
ton unions is not necessarily the same for ea h union ¢ 

Mr. Peisner. No. In addition, it will Viail'y from time to time 
depending upon the amount of work that the trustees ask me to 
perform. 

Mr. Ruopes. You see, Mr. Peisner, that is the reason we are inter- 
ested in a breakdown of your cost analysis. You are giving us what 
amounts to a consolidated profit-and-loss statement. It is impossible 








48S INVESTIGATION OF WELFARE AND PENSION FUNDS 





for us to determine, then, the amount of profit, so to speak, which 
might be allocated to the painters’ local. 

Mr. Petsner. It is practically impossible. 

Mr. Ruopes. It is impossible from this for us to determine that. 

Mr. Persner. That is correct. 

Mr. Ruopes. Is it possible for you to submit other figures which 

ould make it a little bit clearer to us, a breakdown in your operation, 
as it pertains to each one of these funds ¢ 

Mr. Py ISNER. We ll, it would be possible, except that it would require 


a certain degree of cost accounting. For exXamp le, as I mentioned 
ve terday. we do much oT oul hookk ee pl ng or all of our bor ik kee ‘ping 


IBM } rachines. It IS Ce] tralized The records from a ll of the othe 4 
cities are pun hed, in most cases punched here, and in all cases all the 
other IBM ope rations which are complex are performed here. The 

al | roduct is ipped ba KX to each oflice. ‘| hat is done periodically. 
It is week ly or naaihie, 

Now. the cost of the IBM oper: tions are all paid out of Wa hinet 
except for one machine which we have rented and i isinthe Bost ton offic 
| vould have to sit down and calculate what percentage of the time 


on 
* 


spent o1 painters and what percentage of time Is spent on engineers, 
nd so on, and break each item of expense down insofar as possible. 
Then there are certain general overhead items which are very difficult 
to break down, like telephone, and I would have to just eall that gen 
eral overhead. I] could eed arrive at a figure telling the cost of 
ope ration of ear ‘hf und and what Ini profit is from ea hy fund, but that 

1 job. 

Mr. Ruopes. Of course, it is not my purpose to tell you how to run 
vour business, but it seems that for future reference the trustees of 
these funds should like to know the cost allocations to their particular 
fund. 

You may proceed, Mr. McCabe. 

Mr. McCane. One further point on this, Mr. Peisner, on this profit 
and-loss statement. When was this prepared ; do you know / 


Mr. Petsner. I do not know. It was 7 or 8 months ago, I am sure. 
Mr. McCaser. For the year ending July 31, 1953, it was prepared 


or 8 months ago? 


Mr. Pi ISNER, I do not know W hen it wis prepared. 
Mr. McCasne. I do not mean to pinpoint the exact date. 
Mr. Peitsner. I do not know. 

Mr. McCape. You do not know when it was done? 

Mr. Pretsner. No. 

Mr. McCasr. Mr. Chairman, I think that since we have brought out 
some information through the records about the profit and loss for the 
vear ending July 31, 1953, it might be helpful to the committee to put 
the same information in the record for the year ending July 31, 1954, 
the most recent fiscal vear of Mr. Peisner’s operations. 

Mr. Ruoprs. Without objection, that may be admitted. 

Mr. McCaner. I think it would help if we brought it out by a series 
of questions. 

Mr. Ruopes. Very well. 

Mr. McCane. Mr. Peisner, I pass over to you the statement from 
the records which you submitted to us the other day nnd ask you if that 
is your statement of profit and loss for the year ending July 31, 1954? 








Buin 
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Mr. Prtsner. It appears to be. 

Mr. McCane. Do you feel that it is? 

Mr. Peisner. If you say I submitted it to you; yes 

Mr. Mc Case. Can you tell the committee what was the total Income 


shown on that ¢ 


Mr. Petsner. $189,695.60. 
Mr. McCase. ‘Total Income Was S1IS9695.60,. Was that for all of 


your operations ¢ 


Mr. Petsner. That is correct. 
Mr. McCapve. What was the total income for the Washington 


operations ¢ 


oO 


Mr. Petsner. $100,170.28. 

Mr. McCabe. What was the Baltimore breakdown ? 

Mr. Pretsner. $34,025.32. 

Mr. McCabe. What about Boston ? 

Mr. Pretsner. $45,000. 

Mr. McCabe. What about Providence? 

Mr. Prisner. $10,500. 

Mr. McCanre. Now, can you tell the committee, first, what was the 
eral] profit from the total figure of $189,000 ¢ 

Mr. PrIsner. $63,372.30. 

Mr. McCapse. $63,372.30? 

Mr. Pretsner. Yes. 

Mr. McCase. That appears to be exactly one-third—33 s percent, 
Mr. Prisner. That is right. 

Mr. McCapne. What is the profit which you realized from your 


Washington Income ¢ 


Mr. PEISNER. Well, again we come to that quest nn of cost ec’ nit 
iz. I think that is probably inaccurate. But it was $34,692.92. 
Mr. McCane. With your total income of approximately S100,00' 


‘ 


hat ippears to he at percent profit on the Wash oton oilice 


percenta 
> 


Boston operations. Now, can you 


Mr. Persner. That is right. 

Mr. McCapne. Now, can you give us the same figure for Baltimore ¢ 
Mr. Petsner. $13,644.32. 

Mr. McCane. That is $13,644.32 ? 

Mr. Petsner. That is right. 

Mr. McCabe. And your gross in that case was $34,000, so that your 
Mr. Petsner. That is right. 

Mr. MeCare. Now, can you give us the same breakdown 

Mr. Peisner. Wait a minute. That is right. 

Mr. McCane. It is approximately 40 percent é 

Mr. Peisner. Yes. 

Mr. McCanr. Can you break down the Boston figures for us? 

Mr. Petsner. $12,578.58. 

Mr. McCase. And your total in Boston was $45,000 ¢ 

Mr. Petsner. That is right. 

Mr. McCane. It should be approximately 28 percent for your 
vive us a figure on Providence / 


e there appears to have been about 40 percent ¢ 


Mr. Prisner. $2,456.48. 
Mr. McCaze. That is a little less than 25 percent, or 23 percent? 
Mr. Pemner. That is right. 
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MeCanr. Now, can you tell us from that statement for your 


vear ending July 31, 1954, the amounts that were paid in what you 





tern “commissions” ¢ 

Mr. Petsner. The amount of commissions paid was $10,555.50. 

Mr. McCaper. Isthata total figure / 

Mr. Peiswer. That is a total figure. 

Vr. NI ( “ABE. Avan St Vv hich oflice did you charge that commission 
pavinent n this 1954 vear ¢ 

Mr. Peisner. Mr. McCabe, I object strenuously to the use of the 
word “charge.” I tried to explain carefully what we have done. We 
pa d it out of our bank account in Washington, and I do not want 
any mistake in the record. I did not charge it against any particu 
lar 
Mr. McCane. I certainly do not want to mislead you or put any 
word your mouth. It is your testimony, and you want to clear it 
up for the committee, Mr. Peisner. The thought I have is that with 
this commission, so-called, charged against some account, it must be 


vil ie 


Sli n your books as a charge against some part of your operations, 
Mr. Prersner. It is a charge against an item called commissions. 
Now, if we have never kept cost accounting records—and if you want 
us to do that, I can prepare those for you. We are the ones who pre- 
pare ad these and Kept these rec« rds, and we are the ones responsible 
for them. Iam the one to whom to look for an explanation, which 
I have given you. That is where that is charged against. 

Mr. McCaper. Let us see if we can explain it then so that I can 
understand it more clearly. 

Mr. Petsner. Why don’t you—let me interrupt a moment, Mr. 
McCabe. Why are you not concerned—let me look down a little 
further. For example, we have paid over 85.000, almost S6.000, in 
[1M rental and supplies for the Washington office. Why are you 
not concerned with the charge for that ? 

Mr. McCape. The answer to that, Mr. Peisner, is that we are con- 
cerned W ith all of these charges. 

I think the record ought to reflect at. this point that we have had 
considerable difficulty in obtaining some of these records from you. 
I think that you might want to clear up the record at this point about 
your testimony before the chairman of this committee on November 9. 
when you told him that vou did not have any records. 

Mr. Pemsner. Let me correct vou, Mr. McCabe. 

Mr. McCase. I wish you would correct the record. 

Mr. Prisner. Let me correct the record. I did not tell him, the 
chairn an, that I did not have any records, any additional records: 
I told him that I had turned over as much record as I had been able 
to locate at that time. Sul sequent to that, I found a few additional 
records which I have turned over to you. 

Mr. McCanr. That hardly speaks well of a thoroughly organized 
business operation. 

Mr. Prisner. That may be so. 

Mr. McCape. But again I would like to go back, before we leave 
this point. We are interested in all of these figures, and that is pre- 
cisely why we have asked for all of the records. If you allocate this 
commission, so-called, against your cost of doing business in Boston, 
Providence, and Baltimore, then it could not be charged against your 
cost of doing business in Washington ? 


iN 
7 
if 
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Mr. Prtsner. That is correct. 


Mr. McCape. Since vou have charged it against vour cost of doing 
business 1n Washington, you end up with a net profit figure of about 
percent tor Wa hington. M\ po nt is this: If vou ha Ll not deducted 
that so-called commission payment from your Washington costs, would 
not your Washington pore iit have b hn considerably hioher.,. Lppre X 
mately 10 percent higheré You would have realized a profit of 44 
percent, rather than 34 percent, from running the attairs of these 


Washington funds 4 

Mr. Persner. I think that is exactly correct. 

Mr. McC ape. That is the point I wanted to make 

Mr. Peisner. And it would, of necessity—vyou must go over every 
other item here on the expense account propel ly allocate each one of 
these items to some of the other oflices, and it would change every one 
of these figures insofar as the details are concerned. It would not 
change one with the overall total, I think you realize that. In fact 
mav be that some of the items charged, to use your term, against some 
of the other oflices actually should be charged against Washington and 
therefore counteract to a certain degree some of the etfect of « harging 
commissions against other offices. 

Mr. McCapne. This is certainly the biggest item. 

Mr. Petsner. That is true. 

Mr. McC ape. And I think that the record certainly should show, as 
concerns the early meeting, for which the chairman of this committee 
came to Washington, that you appeared and told him under oath that 
in effect—and I think the word is your own—you kept “sloppy” ree- 
ords and you did not have the records which the committee asked for. 
Then the morning on which this hearing opened, you did come in and 
furnish the committee accountants with a more detailed and volumi 
nous supply of papers, which up to that point you said you were unable 
to locate. 

Mr. Petsner. That is correct. 

Mr. McCapse. I want the record to show that and make it. clear. 

Before we leave that subject, will you tell the committee the identity 
of the individuals who received this $10,500.50 in fiscal year 1954? 

Mr. PEISNER. a same individuals who received the money the 
previous year, Mr. Nazdin and Mr. Moreschi. 

Mr. McCapse. | woul | like to go back to the part of your testimony 
of ye ste rds ay whe sre we dise ussed the h: indling ot Cc F aims. I be lie ve you 
told the committee thi: it it wasa function of your office to rece ive claims. 
to determine eligibility, check the validity, and to make the payments. 
You told the committee th: at in many cases it was not possible fon you to 
determine whether a man is eligible because your records might not be 
complete as tothe number of hours he had worked in the preceding test 
period. You also told the committee that you acted on your own re 
sponsibility and on your own food judgment and made payments, 
authorized payment, when you felt that the man was entitled to it. 
I would like to ask you if it is not also true that if you have this 
leeway, this latitude of decision, you are not also authorized to decide 
for yourself that a man is not entitled to receive a payment ? 

Mr. Petsner. Absolutely. 

Mr. McCase. What do you do if you find later on that he is entitled 
to receive payment ? 

Mr. Peisner. Then we make payment. 
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Mr. McCarr. Do you have any cutolil date ? 
Mr. Peisner. I do not follow you. 
Mr. McCanr. If I am eligible for payment and I sustain some 


njury, say on January 1,can [come in the following June or Septem- 
ber or a year or two later / 

Mr. Preisner. As a matter—it has never been definitely established 
as a matter of rule of thumb. I myself will have made an internal 


rule whereby we w a pay any claim presented within a year. 

Mr. McCase. Wi a year? 

Mr. PEISNER. ty if a claim is presented that is more than a 
vear old, that does not mean that I turn it down. I then refer it 
to the board of trustees a1 d tell them the claim is more than a year 
old and ask them what todo. They go ahead and pay the claim. 

Mr. McCape. We had not vet determined In vesterday’s session 
exactly how the payments are made for these benefits. Are they paid 
to the individual, or are they paid to the doctor, or to the hospital ? 

Mr. Prisner. I think we started on that and somehow got off onto 
something else. The benefits that are offered each of the beneficiaries 
ire varied. There are some 7 or 8 different types of benefits, and 

e have found as a matter of practice that it is of benefit to the bene- 

iry to make payments to the man directly when there is loss of time 
nvolved. That is the $25 or $30 a week that woes To the man. 

In addition, we have made it a practice, when authorized by the 
man specifi ally—there is a specific section on our claim form assion- 
ne benefits to the hospitals and doctors, and when the man has 

oned that we f0 ahead upo! his instructions and pay the hospitals 

nd the doctors. 

As a matter of fact, with particular reference to the hospit: als, we 
encourage that because the hospitals had a practice of requiring a 
downpayment when you setae’ the hospital. It was somewhere 
hetween $50 and $100, and most of these peop le just do not have that 
kind of money. 

So I made an arrangement with every hos pl ital in Wa shineton, on 
my own initative, whereby IT asked them to accept our identification 

ecards which we issue and told them that if they would see to it that 
the man signed the assignment form, I would guarantee that the pay 
ments are made directly to the hospital and not to the man. What 
has happened in the past is that when the hospital bill was paid to 
the man, he just never got around to paying the hospitals, and the 
hospitals are left unpaid. 

Mr. Granam. What if he is not eligible ? 

Mr. Peisner. Well, we determine—at the present time that situa- 
tion that was described prey ously has been corrected in each of the 
trust funds because they have changed their eligibility rules so as 
to give me adequate bookkeeping time. Now we no longer have the 
problem of whether a man is eligible or not. I have at least a 3-month 
period in practically every case to determine eligibility. 

Mr. Granam. How often do you issue these identification cards? 

Mr. Petsner. We issue one identification card when the man becomes 
eligible, and we do not make a practice of issuing another one every 
quarter but we do preadjudicate every hospital claim. When a man 
knows, and it isa rare case that a person enters a hospital not knowing 
a day or two in advance that he is going into the hospital. Most of 
the stuff is elective. 





_—-. 





Mr. Petsner. Then the hos nd we can determine 
might then and there w iether But oO ill of the ele 
urgery, the perso mie ad te 1 e g gy to 
enter the hospital. The ( ib rT 
pital adr on form w cicates to t pital t ive 
already exam 4 mal ofat eligibility erned, and 
eise ripie We lust Oo} [ vel Ct} e Un more 

Mr. McCape. On tl matter of eligil ty whicl a f 
ome lengt 1 yesterday, wi \ aul y one a i pr OU ay x 
mately 40 percent of t] | i out were paid to inelig cl 
viduals You tol that it our practice n etlect, to \ ad 
et the first one olf aga t the later o1 l wonder if you would eare 
to tell wl er the auditing arrangement 1 | GO f 

. onditions to light was changed. 

Mr. PEISNeR. You mean was there another auditor employed ? 

Mir. Mc¢ E. Or « ec y other way > 

\ ig ER. Subset nt ) wdith perl e ti ees cid 


Ir. 

















INVESTIGATION OF WELFARI AND PENSION FUNDS 


Mr. ( rRAHAM, a ke if he breaks hy Sarm or somethi vg, 
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Mr. Prisner. Yes, sir. 

Mr. McCape. Are all canceled checks retained ? 

Mr. Prisner. For a period of time. 

Mr. McCane. Tlow long a time’ 

Mr. PEISNER. That has been no established rule. I have kept them, 
of course, until they have been audited. I will keep them a little 
while further. Then when they start becoming a storage problem, I 
will get rid of them. 

Mr. McCase. You say you kept them until they have been audited. 
Well, didn’t you have a situation in the first part of this year where 
the auditors did not have access to canceled checks and they had to 
circularize the payees In each Instance to determine that payments 
were made as recorded ¢ 

Mr. Preisner. I think there was one instance, an isolated instance, 
where some checks had been inadvertently removed or thrown out 
prior to audit. Every one of those checks was subsequently audited 
through other means, through the banks and photostats of these 
checks. 

Mr. McCape. At a considerably higher expense, | would assume. 

Mr. Peisner. That I do not know. 

Mr. McCane. In the case of circularizing the payees and making 
cross referen e checks with the banks, | wonder, Loo, Mr. Peisner, if 
you would care to tell the committee by what authority you dispose 
of these checks. 

Mr. Petsner. That money that is being disbursed is disbursed on my 
authority, inasmuch as I am solely responsible for the accuracy of the 
payments. Once they have been audited, I feel that they have been 
accounted for. ‘They have been certified by a C. P. A., and I feel 
that there is no particular purpose in keeping them indefinitely. 

Mr. McCane. Well, aren’t those checks the property of the fund? 

Mr. Persner. I do not know. We never discussed it. 

Mr. McCase. Aren’t they the only final evidence of payment to 
individuals ? 

Mr. Petsner. No; that is not so. 

Mr. McCare. What is the other evidence ? 

Mr. Petsner. We keep in each claim folder a detailed record of 
each disbursement, listing the check number, the date it was dis- 
bursed, and the purpose of the disbursement and the amount and the 
payee. 

Mr. McCane. But not the receipt ? 

Mr. Petsner. What do you mean ? 

Mr. McCasr. The check itself is the evidence of the receipt of that 
payment. 

Mr. Petsner. No. 

Mr. Grauam. If someone filed a second claim, you would have no 
proof you had paid it? 

Mr. Petsner. Of course we would. 

Mr. Granam. Where? 

Mr. Petsner. You mean proof or evidence that it had been paid ¢ 
Mr. Grauam. Proof. 

Mr. Preisner. I guess we would not have any proof. 

Mr. Grauam. You are administering this fund for the trustees ? 
Mr. Peitsner. That is mght. 
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Mr. McCaner. Ihave no further questions on the general area. ‘There 
are other points we want to bring out. 

Mr. Rnoprs. Do any of the members have any questions ¢ 

Mr. Wier. Getting back to this eligibility, yest rday you testified 
that with regard to the laborers a member of any one of the 5 1 iborers’ 
units was eligible to benefits provided he worked at least 300 hours 
during 2 of the preceding quarters. 

Mir. Preisner. The three quarters. 

Mr. Wier. How did you arrive at that figure ‘ 

Mr. Prisner. Well, the trustees are the ones who decided on that 
figure. They just considered what period of time would be equitable 
insofar as requiring that a man work a minimum amount of time so 
as to be eligible. In other words, they had to define for themselves 
what they considered a minimum amount of time. Through diseu 
sion between the employer trustees and the union trustees, they ended 
up with a figure of 800 hours. It was purely arbitrary. 

Mr. Granam. Was it always a period of the three preceding qual 
ters ¢ 

Mr. Preisner. No. 

Mr. Granam. What was it before? 

Mr. Prisner. It was two preceding quarters, and this is the way I 
gel bookkeeping time: by making it three quarters, 

Mr. Granam. Ilow long did that two quarters run ‘ 

Mr. Pretsner. Several years. 

Mr. Wier. You Say the trustees drew up this rule? 

Mr. Petsner. Yes. 

Mr. Wier. That means a representative of the union and a re pre 
sentative of management ? 

Mr. Peisner. That is correct. 

Mr. Wier. Now, if that is correct, there is a misnomer abroad about 
welfare funds being part of a contract in a case like this. As I under- 
stand, a labor contract that has a section or a provision added to it by 
negotiation, that contract covers all of the employees of that union. 
Or do you have an exemption in this particular provision with this 
in it? 

Mr. Petsner. Mr. Wier, I do not think that that is necessarily so. 
The contract covers all of the employees of the union who work. 

Mr. Wier. Does it say that? 

Mr. Petsner. Who work insofar as wages and hours are concerned 
Obviously, if a man is not working, he may be a member of the union 
end still not work. So the contract could not apply to him. On the 
other hand, insofar as the health and welfare provisions are con 
cerned, the contract covers the members of the union plus any others 
who work under the contract. It is possible you could work under the 
contract and still not be a member of the union and still be entitled 
to health and welfare benefits under the terms and conditions, which 
must be uniform, as established by the board of trustees. They have 
a right to require that a man work for a minimum period of time be 
cause otherwise vou could get a man belonging to X union and work 
for 1 day on the job and then claim he is eligible for all benefits the 
same as aman who works 100 percent of the time. That is in quitable. 

Mr. Wier. Then you interpretation is that this provision in the la 
borers’ contract pertaining to welfare funds applies only to workers 
that meet this requirement. 
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Mr. Wier. You say that you administer this question of eligib lity 
and payment, to make the payment, al d dees not the business agent 
of the union have some voice in this, and the representatives oft the 
executive board of the union ¢ 

Mr. Pi ISNER. No voice whatsoever. 

Mr. Wier. You can tell t 
you are administering this from your point of view. 

Mr. Peisner. I have done that frequently. 

Mr. Wier. You have? 

Mr. Prtisner. Yes, sir. 

Mr. Wau R. You would not last very long WW th My OrgGaniZatiol 

Mr. Peisner. I don’t know about you organization, but I have in 
the past had w 


} 
look «I upon Wit 


hem that vou are the adm strator and 


on oflicials call up and just request that the claim be 
h lenience, shall I say, and I have to call them as | 
see them. 

Mr. Wrer. That is for fear that they will cause a drain on your 
treasury 

Mr. Prisner. No, they are isolated cases. I nevertheless call 
claim as I see it. 

Mr. Wier. What percentage of the D1o9 labor unions in W ashing 
ton What percentage of their members! Ip 1 eligible today 6 

Mr. PEISNER. Well. I don't know then exact membership, and I 
know between all of the laborers trust funds, it is running some where 


| 


: } : i1 : ? : aS 
betwee} SIX and seven thousand: how many members they have on 
their rolls as dues paying members, I don’t know. 


Mr. Wier. That is the poimt that I draw. This welfare fund is a 


divisional operation. Your activity and the welfare funds are only 
diverting to a percentage or il part of the total membership of that 
union. 

Mr. Peisner. I think that Iam making a distinction that you are 
not. Perhap vou want to know what percentage of the men ho are 


working are eligible. 

Mr. Wier. No, [ am askit g¢ you the membe rship. I look at the 
building laborers union as a union, and not section ally divided up 

Mr. Preisner. I know there are certain. 

Mr. Wier. Why don’t they form a union of those workers that are 
ehioible for benefits within the union. 

Mr. Petsner. Well, there are members of labor unions who don’t 
work at the trade. Now, | know there are considerable numbers of 
them. 

Mr. Wier. I am not talking about those. 

Mr. Petsner. Those are the ones 1 am talking about, Mr. Wier. 

Mr. Wier. Don’t work at the trade, are you talking about they are 
still members, but do not work at the trade ¢ 

Mr. Petsner. That is right. 

Mr. Wier. The run of members in the laborers union, wher they 
quit the business, they usually drop out. You know that. 

Well, if you are not going any further, I want to ask questions about 
the cost of operation. | have here these figures out of the record of 
yesterd LV and up to the end of 1954, there was $4,.702.783.20 derived 
from employers contributions. That was in the Washington area. 
Out of that $4,702,000, $825.788.46 were first invested for insurance 
pre miums. That covers these employees, these workin 
Out of the group of nine funds, that is. 


1 
r employees, 


‘ 
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Then I find that there was another expenditure or has been an ex- 
penditure of up until the end of 1953 or the first of 1954, of $2,903,- 
955.23 that has been paid out of these funds for the benefits and benefit 
claims to workers that were eligible. 

Now, then, that leaves a little over $1 million that I have not heard 
anvthing about. It is either in reserve ol bonds. Out of that $1 
llio comes your cost, is that right? 


mill . 

Mr. Petsner. That is right. 

Mr. Wier. That is the last link 

Mr. Persner. I believe Mr. Parkhurst yesterday testified as to how 
much had been paid to me over a pel od of 7 year ° I think that he 
did. This $4.700,000 figure is also I presume a period of the income of 
all of these funds over a period of 7 pars Perh ps Mr. Bellino might 
have the figure. 

Mr. Wier. He is not quest ge yon, but I Yesterday there 
' me questioning abo what ea one of these funds was. be 
cA vou licate here that ot these I . and rightfully SO, 
ive the property or t] vestment of the ind ial union, five unions 
or ft iborers, and the engineers, and the painters and arpenters 
and the ironworkers They are their « funds, and so you should 
not mix themup. It would become worse 1Tf \ did that. IJ have not 
vet heard if there is any reserve at all in some of these units. 
. Let us say the labs e 1] No. 2, Vi hat ; the reserve in their fund, 
and that is available, that is on deposit some place ? 

Mr. Pretsner. They have a reserve, and I don’t have the figures 


right now, but I know it is a considerable reserve. 

Mr. Betiino. The reserve at the end of September 30, 1954, on 
laborers’ No. 2 was $168,000. : 

Mr. Wu R. Let me get that. Chat is | tborers’ No. Me 

Mr. Berxiio. $168,866. 

The painters was $4,808. 

Mr. Wier. That is not a large reserve. 

Mr. Bertrno. The carpenters are $99,718; laborers No. 1, $28,493; 
laborers No. 31s $40,131 : laborers No. 1. S15.909: laborers No. 5, $46.- 
002: the ironworkers is $32,879; operating ene@ineers is $33,527. 

The total surplus of all the funds meritioned is $470.338. 

Mr. Wier. That is $470,000. Taking that away from $1 million 


that I made known a minute ago leaves a missing link of $600,000. 

Mr. Berrino. Part of that, $229,000 of it was paid to a dental 
clinie which is operated by some of these fund n this city. 

Mr. Wier. I thou 
fits paid. * 

Ir. BELLINo. No. the benefits paid is S? 903 000 in addition. 

Mr. Wh R. Do all of these claims include dental eare ¢ 

Mr. Prisner. Several of these funds do. 

Mr BELLINO. The carpenters laborers district No. 9—all of the 
laborers funds and the ironworkers—thevy all have dental clinics. 

Mr. Wier. Is there any other extra benefits outside of the normal 
that they are paid out of this, that is out of this $1 million ? 

Mr. Betrino. There is not included in the benefits paid. There 
are payments made to the Laborers’ Medical Center, which is operated 
bv the laborers ’unions, but those payments are included in the $2.920,- 


000. 


ht perhaps that would be included in the bene 
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Mr. Wier. I expected all benefits to be paid out of the $2 milho 
Well, I cuess that gives a picture of it. 

Mr. Ruopes. Are there any further questions by members of the 
committee ¢ If not, you may proceed, Mr. McCabe. 

Mr. nae Mr. Peisner, I understand that moneys are paid into 
these funds by employers, and by so-called self-contributors. Can 
you explain to the committee just who is a self-contributor, and how 
is his contribution arrived at? 

Mr. Pretsner. Well, this situation became oe t after the open 


tions of the funds over a period. In certain of these trades, thi 
itself is conducive to a mat hecoming elf-« iployed, particu ar] 
carpenters, for example. The carpenters pected ntly will work fe 
themselves, and in the painter trade, that is also true. It was found 


that when a man did that consistently, he did not work for a cor 


tributing employer. Of course, at the same time there were no funds 


paid into the fund for him, and therefore he could not become el 
He lost his eligibility. 
The board of trustees considered the ql estion and decided 
could remain eligible for benefits if he would contribute on his ] 


behalf a certain sum which was calculated to be the average contributed 
in general by every other man who was working for a contractor. In 
some cases it was the average, and in some cases it was based upon the 
rate of contribution for 40 hours a week for 52 weeks a yea ne 

In other words, assuming that he works 100 percent of the time, if 
that was contributed by him, he would then remain eligible for 
benefits. 

Mr. Wier. On that same policy, in justice to the unemployed mem- 
ber, he could do that. 

Mr. PEISNER. He could do that. 

Mr. Grauam. Ina case like that, what is the eligibility of a member 
of the carpenters’ union, not self-employed, but one whom the 
employer contributes for ? 

Mr. PEISNER. When does a man become eligible if he is sel f- 
employed ¢ 

Mr. Grauam. No, sit 

Mr. Peisner. If he is employed by a contractor ¢ 

Mr. GranaAm. Yes. 

Mr. Prisner. Well, they requi ire that he earns at least or the number 
of hours is changed, I think it is 240 hours now during the preceding 
two quarters, not including the immediately preceding quarter. That 
is that bookkeeping time that I was talking about. We ignore the 
immediately a ng quarter in its entirety, and | look at the two 
quarters prior to that, and if he earns the required minimum number 
of hours. he j is eligible. That means that he must wait a period of 
6 months, and he must have worked during the period. 

However, let me continue one moment further. It might appear 
at first glance that that is inequitable to require him to work 6 months 
without becoming eligible. On the other hand, he retains that period 
of eligibility for 6 months after he stops working. 

Mr. Granam. Now, then, how much is contributed by each employer 
for a carpenter? 

Mr. Petsner. The carpenters, I believe, are 9 cents an hour. I for- 
get now, but I think it was started at 6 or 7 cents, and it has gone up 
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over the past 4 or 5 years during annual negotiation time until it is 
now Y cents. 

Mr. Granam. In other words, it would be 9 cents an hour times 240 
hours, and it would be a minimum contribution. 

Mr. Petsner. That is right. 

Mr. Grauam. To be eligible 

Mr. Petsner. That is right. 

Mr. Granam. What are the requirements for a self-employed 


/ 


irpentel 
Mr. Peisner. $56.80 a quarter, at the present time. I am not quite 


Mr. Granam. Well, approximately. 
Mr. Petsner. It is about $36 a quarter. 





Mr. Granam. That he isto pay that . bul en does he become 
eligible # 
Mir. Petsner. He has to wait 6 months, too. ‘ 
Mr. Granam. He does? 
Mr. Petisner. Yes, but then he gets it back at the end on termination 
even though he does not pay anything during that period. The pur- 
pose of that is to prevent people from walking in and putting some . ' 
money Gown, >ob, and then pr senting a $200 claim. 
Mr. Granam. That is what I was trying to find out. 


Mr. Peisner. Incidentally, that used to happen until we changed 
this rule to make it 6 months, and we were buying claims consistently. 

Mr. Granam. When was that changed ? 

Mr. Peisner. In the past year. 

Mr. Granuam. But for a period of about 4 ye you could come in 





] 
I re further stiol 
Mi MicC ase. Mr. Pe Iie i ou covered 1n ! one of thi benefit 


lt) 

Mr. Pets No. 

Mr. McC ai \ vou ) ees ¢ 

Mr. Petsner. My et were covel er the carpenters’ 
fund, because it seem table to 1 vhen we established the 
of] 4 ! ?) s ] ot ( rpenters’ ind, I hee tO get a few 
l lovees, and I 1 ) toni fair that t v be covered bv a 
program, too. Andso I | the trustees to include in the trust agree- 
ment proy s10h where \ \ empl \ ould be « rvered if | con- 
U1} ited rmount to t! I 1 in the une ma er as anv other em- 
plover. They agreed to that program, and that was done and my em 
pl ees ‘ e covered ; ‘ 

ry it is unt ] recently. whe the trustee de ded that it was not 


larly wise to have that continue, inasmuch as the original pur- 
yf the fund was to cover carpenters alone, and despite the fact 


that I am quite sure, although [ ha en’t calculated that the fund made , 
a considerable amount of money from my own individual contribu 
tions. mv offi employees’ claims were very much less than the amount 
of the contributions, that art ingement was terminated and I have sub 
sequently taken out a private group program for my employees. 
Mr. McCane. Were your employees covered under any fund other 
that the carp hnters atany t me ¢ 


Mr. Petisner. No 
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Mr. McCane. How about employees of the unions themselves, the 
unions’ own employees ¢ 

Mr. Py ISNER, hey were covered providing the w ms paid i { 
ime amount as any othe r employer. 
Mr. Met ABE. Lre they how covered 4 


Mr. Petsner. Yes, except for the delinquents, and uni can be di 
nqu it, too The arra cre) ht till in effeet: 

Mr. McCanre. What payments dot W1o! ! ce on bet ult of thell 
OW] ¢ ploy ( f 

Mr. Petsner. Theva omal ( ‘ ret t 
iny other cont? or m 1} ‘ ry 
pav 9 cents an how i e C4 wie \ ( 
U { ! ir rate, and \V EVE Oo fo. , 
{ runion 

Mr. McCabe. Do they pay ourly , 

Mr. PrIsneE! Les, and ( 
ployer. 

Mr. McCat You told ( { i \I r { 
uu are also in the insura re ( 

Mir. Prisnt Chat is correct 

Mr. McC ape. In your p ( \ uld ye 


just What that business } 

Mr. Petsner. Well, several years ago I became interested 
ance because I thought in \ w ofthe nw it people that I w 
ing that I could perhap interest them in individual life insurance, and 
Ll obtained a general ageney with the Union Labor Life 

Mr. McCasne. When was that ¢ 

Mr. Petsner. I don’t recall, and I think it was probably 1948 or 
1940, 

Mr. McCape. It was 1948 or 1949? 

Mr. Petsner. Maybe it was 1950, [ am not sure. And that general 
agency has been 1 continued operation from that time until the pre 
ent time, 

Mr. McCane. What insurance policies have you placed with that 
company through your agency 

Mr. Petsner. Individual policies. 

Mr. McCase. I don’ 

] ] / 


you laced through your agwency any union group i 


lon’t want to get into a listing of individuals. but 
have ; 
Mr. Pretsner. I haven't placed them through my agency; 1 

Mr. McCapse. What do you mean by that ! 

Mr. Petsner. Well, there is this point. I the only genet cent 


in this area, and now it is possible for busine o be written the 
company which did not pass throu my olf 

instrumental in placing, and nevertheless this company has a rete! 
formula which includes an override, and a comn sion payment. Pat 
of my arrangement is that any policy placed 1 ti rea, Wa neton, 
D. C., if there is no other person who has been designated as the agent 
in that case, that override will be credited to my account, hat has 
happened in cases in this area wl hd id absolutely nothing whatso- 
ever to do with, union groups which I don’t administer, and which I 
have never even met the parties concerned, and it 1 j ist an Incentive 


agent and working. 


more or less to the general agent in the area to continue being genera] 
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Mr. Wier. Could I ask a question there? If the Union Labor Life 
Insurance Co.—I am pretty well acquainted with that, that is Matthew 
W oll—are they in the welfare fund business ¢ 

Mr. Persner. Do you mean do they sell group insurance? Yes, J 
think that that is probably thre » bigge st source of their r business. 

Mr. Wier. It is? 

Mr. Petsner. I think so. 

Mr. Wier. Is that where your poli les are. these nine that you have? 

Mr. Preisner. No, some of them are and some of them aren’t. We 
have dealt with Union Labor, and we have dealt with Prudential In- 
surance Co.. and we have dealt with the New York Life Insurance Co., 
and that 1s existing 

li addit on, 1 the | ast. we have dealt VM ith the Occidental Life In- 
surance Co.. and we have dealt with Aetna, and we have dealt with 
Tray |e rs, ind we have dealt wit 9 or 3 others. 

Mr. Wrer. Will you tell me why vp laborers’ unions, = these 
building trades unions, that seems to be what vou are in, the building 
trades. 

Mr. Pretsner. Exclusively, yes. 

Mr. Wier. Will you tell me why these building trades unions don’t 
insist upon the Union Laoor Life Insurance for coverage / 

Mr. Petsner. Yes, I think I can answer that question. The unions 
are not in a position to insist. The insurance is taken out in every 
case by a board of trustees representing equally both employers and 
employees, and in many cases I have found, or you will find that the 
domineering personality on the board of trustees is an employer rep- 
resentative. Since he does happen to be the domineering personality, 
he ean insist, and he has ins sted, upon certs Lin companies. 

For example, the painters’ fund originally in 1947 took out insurance 
through the Oecidental Life 1 surance Co., and at that time, I believe, 
in Mv own opinion, thei pol ey was the high est cost policy, their 
proposal was the highest cost proposal presented. In those days I 
k eV nothing i_bout proposals, and I was not ina pos ition to analyze 
them, and I did not know enough to analyze them, but that was my 
1 pression it the time. I believe it was due to the fact that the person 
on the board of trustees who took the greatest interest and seemed to 
know the most about it was an employer. 

Now. the same thine here h Lipp ned i] VW: shingto1 * & oom with the 
laborers, where they first took out an insurance policy with, I believe, 
Aetna, and then went to Travelers, and I am not sure of the sequence. 
But in both of these instances it was at the insistence of the employers, 
and I believe that the police es at that time turned o it to be high-cost 
olicies. 

Mr. Wier. That interests me. Is there any great difference in the 
policy v of the Union Labor Life. and the Aetna or the Occidental ? 

Mr. Persner. Yes, I think there is a very sickle ‘able basic differ- 
ence. That is between the two companies. The U nion Labor Life 
Insurance Co. is in my opinion a low initial cost cones: Competi- 
tively you will find their initial rates lower than practically any other 
company. Now. th: il doe Ss not of necessity oes th: at they are the low- 
est ultimate cost company. I think through your investigations 
throughout the country you have probably gone into retentions and 
formulas, until you are probably sick and tired of hearing of it. But 
they have a very low initial cost, which means that they are taking a 


r p oOleces now, 
» 
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greater risk in the event that the claim experience is high, and they 
have no recourse to the policyholder to protect themselves, except that 
they can increase the premium next year. 

Howe ‘ver, these other companies charge a co) isiderab ly high initial 
premium, very high. However, they do state that their retention is so 
small that if your claim experience is low, they will give you a divi- 
dend of such a size as to make your net cost low. 

Well, that dividend formula, I found out, has not been followed in 
many, many cases, and they don’t guarantee it, and they tell you that 
specifically. 

Mr. wre, What is the emp lover's objection to the Union Labor 
Life when they raise the question of objecting to any premiums going 
to them, or any polici les going to th 1em ¢ 

Mr. Petsner. I think in some cases their ob jections have been very 
arbitrary, and in some cases they hi ave not objected, and in some cases 
they just like to do business with Aetna or Travelers because they 
have done other business with them, and they like the company. ; 

Mr. Wier. That is all. 

Mr. GRAHAM. Have all Instances in which they do not purchase 
from Union Labor Life been at the insisten »of the emplovers ? 

Mr. Petsner. I would not say that necessarily, no. No, I have seen 
them purchase from the Prudential, and I think the vote was unani- 
mous, and I have seen purchasers from New York Life, and I think 
the vote was unan — 

Mr. Rioprs. Other than the name, what connection does Union 
Labor Life have with union labor? 

Mr. Wier. It started there. 

Mr. Peisner. I think in 1924, at the AFL convention in Baltimore, 
Md., a proposal was made to the convention tas it an insurance com- 
pany be organized to service labor specificall Ly because it was the 
feeling of labor that they had been diseriminated against on life- 
insurance policies by other companies. The ‘re were unjustified load- 
ings for risks, and the president of the company is Matthew Woll, 
who is the first or second vice pre sident of the AFL, and labor figures 
have in the past been connected with labor promimently, and are em- 
ployed by the company activel Vv. and I believe or 1e stock of the 
company is owned by the v: arious internationals of the AFL. I don’t 
think there is: any privately owned stock, whatever. 

Mr. Wier. It is a stock company. 

Mr. Prisner. Yes, and I believe the bricklayers own stock, and so 
forth. 

Mr. Wier. The electrical workers have the same set ). 

Mr. Prisner. It is a wholly owned subsidiary of the AFL. 

Mr. Wier. I was quest! oning him on that for the lmiple reason 
I was trying to determine why these labor unions, at least our labor 
unions, and I know there would be no kickbacks there. 

Mr. Miner. Why they don’t patronize themselve 

Mr. Wier. Yes. 

Mr. Minter. Mr. Chairman, I have a question. Have you found 
that in the negotiation for insurance—first let me ask you, Is tl 
Union Labor Life in the nature of a cooperative { 

Mr. Prisner. No; it is a stock company. The stock is owned by 
the various international unions of the American Federation of Labor. 
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\ EISNER. Yes ( 
Mr. McCat Have vo 
Mr. Persner. Yes: Ih 
fr. McCapre. Can vo 
Mr. Petsner. I have k 
met him when he wa sel] 
ing, and I met him in an 
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ke we id go to the various ternationals in 
dividends are declared. 
hy , | ture of a cooperative, 
) i L\ t. 
tol li ting im the msur 
= em and others, but, as among 
ie gations the stock, as among 
: f 1 Ol 1 coopera 
‘ ‘ ; ‘ or adiscrimima 
Lo t th li 
me eoree of that 
KD ( 
~ n vhyf int of reluctance 
ea labor 
’ f sy ( } Ve my 
r n oul 
} } ge 
| } 
, { sl 1\rough 
| m Labor Life fi cles covering 
sass tats @ 
te l ow much ¢ 
ve the fie ies 
el] s which unions ¢ 
er of fact, I can’t e1 ell you that. I get 
the irance company at the end of the 
vou call it d J ive to refer back to 
\ ‘ich o é 
it information be among the records which 
lay It fort yesterda 6 
O because I never have kept that infor- 
uch attenti ( and I know that 
\ d I kn Ch t ineludes some 
und it les ch I administer 
ice ist ( Prov aence, or 
(7 
of mine 
5h } 
ral ess with him? 
ive 
te] to what extent ? 
nown John Gallagher over many years. J] 
ing insurance, and when he was a pilot, fly- 
uirfield. I have endeavored wh ' 


erever pos- 
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Gallagher, even to the extent of i eon my ow! i e | 
could have placed t adirecthy thr the | 3) Labo | 1) t 
Co., and I have endeavored erever possible to recomme d Mr. Gal 
lagher to anybody for the purpose of having vet a Lb 
as poss ble. 

Mr. McCanre. Well, thi of 1 , : 
mitted to the committee fro) ve trust fund operat ) l 
series of payments to Mr. Gallagher, begim oO rept 
and cont ul ne through Nov ber of 1952, totaling S124 ( 


tell us the purpose of that‘ 
Mr. Petsner. That is only part of it, dentally Letu , M 


‘ 1! ] be. i) + | » 4 
Gallagher owes me we Ove wl) ( raid onal amow { 


that I have lent him periodically Now, thi explanat on. Jol (74 


lagher and I became very close friends. Ove ve o 
’ ‘ : | 4 “ ; ‘ 

out that he was ufferine Tro. eancer, a { ert Lhe tibine | 
] ‘ + 

detern med since we had veel | \ iii , Ve } 1¢ 


probably develop extrem ly ntimate Trend who could be cou ted 


on the fingers of one hand. He Li 1 one as far as I am concerned. 
He | is thre childre mid a ie, Al L determined that I] I i ado 
everything ih my) power to eCLLE 0) t of income tor 

so that part larly ! the ce) j i | Uns the l ole Would 
tinue. He has Hodekins disease, and at e present time he 


Mount i Ito Hospital, and | Vas atl \ *s house i | rot. a dhe 
IS probably hn extremis might no 
‘ ; 


Er. Ma (BE. J Ose TAU eal i ) Ol 
Mr. Petisner. They were irged, vou will point out that they were 
charged tO mv drawl iecount, and tiie ile part Ot my ow pro 


share of the profits, which | drew in the form of checks, and in fact 
6 months ago Gallagher moved into a house, and I paid the money for 
the downpayment on the house. 

Mr. McCanre. And in your records it is also indicated that Mr. Gal 
lamgher has been designated as the broker of record for insurance for 
a number of the unions for which you administer these funds. 

Mr. Prisner. That is right. 

Mr. Mi CABR. The Labor Medi al Cent r has been mentione d here, 
and I wonder if you would tell the committee whether vou and Leo 
Nazcin have been appol ted as trustees of the Labor Medi al Center 
at salaries of $10,000 for you and $7,500 for Mr. Nazdin? 

Mr. Pretsner. No: that is not so. 

Mr. McCapr. What is the situation 2 

Mr. Prtsner. The situation is as follows: This is a rather lengthy 
story, which I think is very interesting and informative, because ] 
think it bears directly on your investigation. 


The laborers’ organization is a different organization in Washing 
ton, at least, from any of the others. It is ditferent becau t is per 


haps I would say probably oe percent Negro. Whereas all of the « ther 
organizations with one exception have no Negro members \ hatsoever. 


When a board of trustees sits down and determines what benefit 
should be afforded its members. thev follow precedent. That is the 
experience. It is the only way I could advise them, and so the last of 
the funds with the laborers funds. thev sat down and determined that 
we should follow the eXisting Tu Is. a d I Saw no reaso tO ndvise 


them otherwise. 
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Now. all of these fin ds. you must recognize, deal in dollars only. 
They take in money from the contractors, and they pay out money to 
the members or hospit i d doctors as the case may be. ‘They do not 
deal in ser ces, and they deal in dollars in every case. 


lLlowever. t Was fo : d after a few hit nths Oo! operation of the 


se 


laborers fund that no « ms were being presented, and no hospital 
claims, and no surgical claims. a1 ino. edical claims. Now, it was 
generally ‘0 idered common knowl Lor hat Negroes as a group are 
I healthy than a com pal ible white group, and vet the experience 
belied what we thought to be common knowledge. 


So the question was raised, why isn’t this fund functioning? Is it 
becal e the members d *t know of the existence of the fund? Well, 
we certainly gave it wide publicity. Is it because they are not eligible, 
and we checked that, and they were eligible. We didn’t know why. 

=o it Was decided to vet together i. group of Hloward University 
med al students, v ho being Negro we felt wi uld have entree to homes, 
and agi estionnaire was worked up by the supe intendent of the Freed- 
men’s Hospital, Dr. Cornelly, and also ny elf, and Dr. Johnson, 
who is the dean of Hov ard [ hive rsity Medical School. The question- 
naire was given to the students who went around during one summer, 
and | think visited 2O percent of the beneti inl es of the fund. 


The questionnaire consisted of 5 or 6 pages, al d it asked all sorts 
of que LiONS COKE erning where they got their medica] care, and what 
they paid for it, and how sick they had been in the past few years, 


and how many children they had, and—well, there were 4 or 5 pages 


of pertinent information. 

The analy sis In dle by a profe ional sO iologist ot the survey was 
that it was a racial que stion. Negroes 1h} Washington. LD. C3. do not 
have medical facilities available to them, to the same extent that white 
groups do. There are approximately 180 practicing Negro physicians 
in the District of Columbia, and I think the population breakdown is 
about 40 to 60 in the actual District of Columbia geographical lines. 
180 Negro phy sicians, and there are over 2,000 white physicians. Gen- 
erally speaking, a Negro is not welcome in a white doctor’s office. 
There are exceptions, but that is the ceneral rule. So these Negro 
members of the laborers’ union have been getting medical care, but 
they have been getting it all at Gallinger and Freedmen’s Hospitals 
as indigents, even though there was available a health and welfare 
program which would pay for their medical care. They just didn’t 
have any place to go. 

And so the proposition vas broached to the trustees of all of the 
funds that the way to provide the best benefits to these Negro members 
would be not in dollars which were all right for the other funds, but 
didn’t work out here, but in direct benefits through means of a medical 
center, 

Now, that is not a new proposition in union health and welfare pro- 
grams. There are precedents established as long as 40 or dU years ago, 
in New York. The garment workers have a medical center which is 
as old as that, and J know they have many medical centers throughout 
the east coast and other cities. I believe there is a medical center in 
St. Louis, and they are being contemplated in other cities. 

The board of trustees did not see fit, after lone discussion. to operate 
directly a medical center. They said that they never contemplated 
as trustees that they would find themselves in the business of operating 
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a medical center. However, they did state that th ‘\ would find no 
objection if a medical center were started, and not only would they 
find no objection, but they would five it a starting hoost by mak ng 
contributions to it. That is inasmuch as the medical center would be 
used for laborers, and that was accompli hed. 


Mr. Nazdin and my elf took it upon ourselves to esta ish a med il 
center, after careful consultation and approval fre the District of 
Columbia Medical Society, and the Negro } Hysiclal A eclical so ely, 
known as the Medical Chirurgical Society. There are two ditlerent 


groups because Negroes were not admitted to the District of Columbia 
\i “1) il hell ety at that time 


The physician: In charge of the med al center were chosen by the 
medical clirectors, who in turn had beer chose. by the respective 
societies. To keep eve rvbody happy, we found it nece sary to choose 
hoth n Neoro director ind 1 \ hite d rector, They were codirectors, 


and that made both medical societies happy. 

The directors were chosen by the r pect ve societies, : | they in 
turn chose the physicians who were employed there. Kach of the 
laborers’ trust funds in existence at that time made contributions 
which were used to buy equipment and supphes, and the medical 
center was In operation. 

Now, to come back to your orig nal Inquiry, Mr. Nazd n and our 
selves had to choose some form of legal existence, We could not be 
an entity in payil 
feasible form of le Oo il existence a trust, and we designated ourselve 


n thin air, so as attorney I chose as the most 


oO 


as trustees and have acted a such since then. We found, Slr, I was 
working 14 hours a day in establishi or that medical center and « perat- 
ingit. It wasa very busy place, and I actually did the physical work 
of designing the lavout, and I did the purchasing, and | did all of the 
administration work. I spent 5 or 6 hours a day at that institution 
over a very considerable period of time, and Mr. Nazdin and I decided 
we would designate a salary for ourselves, to be drawn at such time as 
there were funds available. There never did come such a time, and we 
never did draw, or Mr. Nazdin never did draw a salary. I did over 
a period, and you have the audit report of the medical center, over a 
period of 3 years I think there was some $5,000 drawn by me as salary. 
[ don’t think that compensated me for the expenses I incurred, which 
I never did record. 

In addition, we found it necessary, since the medical center we 
believe had been a resounding uccess. and furni hing we think ter 
rific medical care, we have decided to expand the medical center also 
with the approval of the medical group which is running it. Inciden 
tally, I might say that we take no part in the medical operation of the 
medical center. We have the directors and a mecical adviser or eroup 
consisting of key physicians, and they make all decisions that are 
strictly medical ‘| here 1S in process the renovation ot a large building 
down here at Third and G Streets NE., which involves an obligation 
of some $120,000, with 15,000 square feet devoted to space for medical 
care. The present space is somew here around 1,200 square feet. bh 
cluded in it, as I say, we have taken it upon ourselves to expand facili 
ties as required, and I have made, and Mr. Nazdin has made personal 
contribution 0 because we are expand GF Ona shoestring, and I believe 
at the present time there is somewhere around $6,000 of my own | 


Lunas 
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that were in the form of contributions to permit us to continue oul 


exXpa QO! 


Mr. Granam. Mr. Peisner, in etting up the trust, what is the 
stated lary for both you and Mr. Nazd n? 

Mr. Petsner. Origit | don’t reeall. IT beli e put ina salary 
1! is | , 


Mer. Granam. VW if ! t ¢ 

Mr. Preisner. I don’ | ) 

Mr. Granam. W t $10,000 ¢ 

Mr. Peisner. It might en, and I th sO 


Mr. Grauam. For yvou,a Si. for Mr. Nazdin. 

Mr. Peisner. We found it time it to be full time, practically 
a full-time job. Phe ( ed it yust v mpossible for us to 
continue to attempt to operate it. and so we hired a full-time pro- 
fessional administrator who rawing a salary of $7,500 a year now. 

Nir. Met ABE. \\ lear to have thi record how that you 
did organize this Labor Medical Center, and you and Mr. Nazdin 
were 1 imed a tru tees.of the med il ce ter, and that vou hada fixed 
salary specified for each of you. Does that salary arrangement still 
ts d on the records of the organization ? 

\I PPEISNE] I don't bel ( 

Mr. McCarr. Well, don’t you know 4 

Mi EISNER. Well, we d issed the questiol und there was nevel 
i money to draw. 

Mr. MeCase. I appreciate the situation there, but what I wanted 
to establish at the beginning, and the purpose of my question at first 

to determine Just what s the leoal status. 


Mr. Petsner. The legal status is a trust. 

Mr. McCapr. And you und Mr. Nazdin as trustees administer it? 

Mr. Petsner. Yes; that 1s correct. 

Mo. McCarpe. And does the trust arrangement specify that you 
shall draw these sums, $10,000, and $7,500, for your duties as trustees ? 

Mr. Preisner. It does 

Mr. McCasr. However, you want the record also to show that 
there has not been adequate money to pay this? 

Mr. Petsner. No: I want the record to show that we have never 
drawn it, because there was a considerable period of time when there 
we would like to accumulate as much funds as possible, and as much 
sur] lus as possible for expan lon. This Iisa labor ot love on my 
behalf. Four or five years ago I can demonstrate that I went to the 
District of Columbia Medical society and broached the subject to 
them. 

Mr. McC ase. I think the record is clear, and I do not mean to lead 
vou off on that, but what I wanted to establish is the fact that you are 
entitled to this money, and elect not to receive it ? 

Mr. Persner. That is correct. 

Mr. McCane. That is the point I wanted to clear. 

Mr. Persner. That is correct. When we started this program years 


junte money, and we chose not to draw if because we decided 


ago, we had in the back of my mind, it was not in the back, it was 1D 
forefront, the idea of establishing an enlarged medical center. 
ind in tact years ago Vv the time when we Inspected these other 


t1¢ n New York tl ad else where. 
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Mr. Wier. Now, you have the medical center and you 4 Lint 


hundred-and-some-odd-thousand dollaa (re the costs of operat 
of t nn) al ter derived tro trust funds of labore ve 
funds 

\Lr PEIS R Yes I ornel ouree 

Nir \Wi I Plus ot e] Ou} 

Mr. PEISNER. Y¢ 

Mir. Granam. B if f mo { 








Mi Pr I Phi I ver we perce | ere i fla I 
t! k it started off 6 cents an hou 

Mr. j is. Does that total sum go to the medical center 

Mii PEISNER Qh. no. ne 

Mr. Lucas. Except for our costs 4 

Mir. PEIsNeR. No ere is wl it ippel lA tres f { 

hat ip ns to the moneys t] eome 1 mid Ith ) 
for that . 

Mr. Lucas. I do not mean to to detail. But their 6-e 
how mtributio employer contribution based ¢ that 
ppoertiol L bet wee Chie ( Le} Vv ie I oO Vi i 
the life insurance. 

Mr. Preisner. And other benetits. 

Mr. Lucas. And other benefits in addition to the benefits ‘ 
from the medical center. 

Mir. PEISNER. Phat is part of the other ben ts, The med il cent 
gets paid strictly on a fee ror-service bas a That Is Vé ry Import 
because without that arrangement the medical so lety we uld never 
have agreed to the existence of the medical center. They have 
within their power to deny it existence, by merely telling their doctor 
that it 1s not approved. it true that very Tew borers went to pl 
vate doctors, which is why we felt the medical center was necessary. 


Nevertheless. a certain percentage of them did, and the medical so 
cieties were interested in preserving the prin Iple of free choice o 
physicians, and so they said, “You ean have and operate a med 
center, and we will approve, and we will designate or approve of yout 
chairman, providing you do not tell people that they must go there 
for their medical care, and if they don’t, they won't get paid ouca 
tell them if they go there, it is fine, and if they choose to fO somewhere 
else, it is fine, too. If you live up to that type of arrangement an 
give them free choice it is all right, and if it happens that their fre 
choice is the medical center, well, that is fine.” 

Mr. Lucas. They may go to other physicians or other hospital 
and the fund will make payment to them ? 

Mr. Pritsner. Absolutely. 

Mr. Lucas. I am quite interested in this medical centet Is it 
clinic ? 

Mr. Pi ISNER. It isa clinic, and it isa diagnost cl nie al cl treatment 
clinic. 

Mr. Lucas. Is it a maternity center? 


14 54 
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Mr. Petsner. Yes; it is a diagnostic. 

Mr. Lucas. Is it an emergency clinic, too, for broken arms and 
broken legs ?¢ 

Mr. Petsner. Yes: they do traumatic work, and as a matter of fact, 
a considerable income s now br ng realized from the treatment of 
VO'K ’s-compensation cases 

Mr. Li CAS. That goes 1nto other sources of income. 

Mr. Peisner. That is right. 

Vir. Iwcas That IS What I was lea ng up to. Now, dloes the Dis- 
trict of Columbia make a payment or contribution ¢ 

Mr. Peisner. No. 

Mr. Lvcas. For emergency cases, that otherwise would 20 to Gal 
linger o1 Freedmen’s, they come to your place, the people are entitled 
to emergency service under social security or otherwise. Would any 
contribution or any payment be made by the District of Columbia? 

Mr. PEISNER. There never has been, and | was not even aware of the 
fact that we might be entitled to a payment for services rendered. 
There are frequent occasions when people will come in off the street 
for emergency care, and you don’t turn anyone away, and you give 
them emergency care, and that is the end of it. 

Mr. Lucas. How many doe tors do you re oularly keep there ? 

Mr. Peisner. I think their list of physicians, there may be 10 or 12 
of them, or maybe 14, and I don’t know. 

Mr. Lucas. This is one of the finest things that you have testified 
about here, and it is one of the best things that labor unions can do 
with their welfare funds, particularly in view of the racial situation 
here in Washington, aul d | want to add my praise from what I have 
heard about this situation. Itisa very fine thing. 

Mr. Granam. Mr. Peisner, who are the incorporators or directors 
of the Homestead Corp. ¢ 

Mr. Petsner. The trustees of the medical center. 

Mr. Granam. Is that a commercial corporation ? 

Mr. Prtsner. No, sir; it is a nonprofit corporation, organized spe- 
cifically for the purpose of buying an old building and renovating it. 
Right in the corporation papers isa specific statement that the corpo- 
ration is owned by the trustees of the Labor Medical Center, not as 
individuals, but as trustees. 

Mr. Granam. And it is nonprofit ? 

Mr. Peisner. Nonprofit; that is right. 

Mr. Granam. And you have derived no income from the Homestead 
Corp. ¢ 

Mr. Petsner. Not one single cent. 

Mr. Grawnam. You and Mr. Nazdin are incorporators ? 

Mr. Petsner. And if we are ever replaced, the stockholders of the 
Homestead Corp. would be the trustees of the Labor Medical Center, 
ex officio. 

Mr. Ruopes. Are there any further questions? If not, thank you, 
Mr. Peisner. 

We will now adjourn until 2 o'clock this afternoon, and the next 
witness will be Mr. Leo Nazdin. 

(Thereupon, at 12:15 p.m.,a recess was taken until 2 p. m., the same 
qaay.) 
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AFTER RECESS 


Chairman McConnei. The hearings will please come to order. 


The first witness this afternoon is Mr. Leo Nazdin. 
Mr. Nazdin, will you stand up and raise your right hand? Do you 
solemnly swear to tell the truth, the whole truth, and nothing but the 


truth, so help yo (rod ¢ 
Mr. Nazprin. I do. 
Chairman McConneun. Mr. MeCabe. 


TESTIMONY OF LEO NAZDIN, PRESIDENT, WASHINGTON LABOR- 
ERS’ DISTRICT COUNCIL, ACCOMPANIED BY JOSEPH FANELLI, 
ATTORNEY 


Mr. McCabe. Mr. Nazdin, would you state your full name f 
record ¢ 

Mr. N AZDIN, Leo N iZdin. 

Mr. Mc ABE, And youl address ¢ 

Mr. Nazpin. 9350 Harvey Road, Silver Spring. 

Mr. McCabe. Will you identify the gentleman on your right, please ¢ 

Mr. Nazpin. Mr. Joseph Fanelli. He is my attorney. 

Mr. McCabe. Appearing with you as your attorney ¢ 

Mr. Nazpin. That is right. 

Mr. McCarne. What is your occupation / 

Mr. Nazprn. I am president of the Washington Laborers’ District 
Council. 

Mr. McCase. For how long a period have you lie 

Mr. Nazpin. Seven or eight years. 

Mr. McCase. Can you tell the committee the identities of the local 
unions which comprise the Washington Laborers’ District Council 4 

Mr. Nazpin. The Washington Laborers’ District Council is made 
up of seven affiliated laborers’ local unions, and they are distinguished 
in the following fashion: Local 74, local 115, local 457, local 764, local 
832, local 801, and local 571. 

Mr. Wier. Will you identify those by units 2, 1, 3, 4, and 5, and 
what their local number is? I am referring te the units here that 
have been described. Your biggest unit is No. 2? 

Mr. Nazpin. That is right, sir. 

Mr. Wier. No. 2 is what local ? 

Mr. Nazpin. No. 2 is made up for the most part and in the main 
of members of local 74, local 801, and local 832. 

Mr. Wier. And unit No. 1? 

Mr. Nazpin. Unit No. 1 for the most part 1s made up of the members 
of local 764. 

Mr. Wier. And unit 3? 

Mr. Nazpin. Unit 3 is made up for the most part of the members 
of local 456. 

Mr. Wier. And unit 4? 

Mr. Nazpin. Unit 4 is made up for the most part of members of 
loeal 571. 

Mr. Wier. And local No. 5? 

Mr. Nazpin. You mean trust fund No. 5? 

Mr. Wier. Yes. 


ld this post ¢ 
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rie ] i Oca 

Mr. Wier. 1 en you say “by the most part”? 

\] NAzpDIN. Ou ( provid TO} universal traveling 
card | ot] ‘} vords. } e} ois a mel ber ] the local may 
tra from one local’s jurisdictic to another without transferring 

Mir. Wa | ul 

Mr. N g 

\I 11 \ y | ) 

Mr. McCane. Yo e been president of the district council for 
7 or 8 1 rs Ko ong a period have you been a member of an 
org 7 | labor ] ) 


Mfr.) Chirt é' 

\I \I | . r ¢ orel niol 
t f organized labor ? 

Nin . x1) Se a . 1 wy inthe tn | was Mn the An 1\ 

Mr. McCane. In the sa . 

Mr. Nazprn. 17 : 


Nii Vic BE. You have heard the festimon)\ ere about certain 


nie { } lhe { having’ been ma le to VOU. Ll would like to ask vou 
Can you tell the committee when you received the first of the money 


Mi NAZDIN. A Ll recall, it ould be in the ite summer or early 
fal! of 1952. 

Mr. McCarr. Late sim er or early fall of 19517 

Mr. Nazpin. Yes, sir. 

Mr. McCapr. At that time you were president of the Laborers 
District Couneil ? 

Mr. Nazprxn. That is right, sir. 

Mr. Mi CABE. Were you also a trustee of any welfare funds at that 
time ¢ 

Mr. Nazptn. I was 

Mr. McCarr. Would you te ll the committee what they were 

Mr. Nazpin. I was a trustee on all of the funds mentioned here- 
tofore. 

Mr. McCanre. They were all in existence at that time ? 

Mr. Nazprn. That is right. 

Mr. McC ape. And vou were trustee for all of them ? 

Mr. Nazpix. Here in Washington. D. C 

Mr. McCapnr. Would vou tell the committee how much money was 
in t] rst payment ! , 

Mi N ZDIN. | don’t rer il] how much money was represented in 
the first payment. I can give you the aggregate for the year 1951. 


Mr. N zpIx. That is the figure ] vave Mr. Bellino some time ago. 
Mr. Me ABE. Wo ld vou tell the committee that now, sir é 
Mr. Nazpin. As reported in my income tax, I filed in 1952, T received 


Mr. McCapr. $3.500 from Mr. Arthur Peisner, in 1951. 
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Mr. NicCapt And fe r What purpos wis it monev pald to vou 
Mr. Nazpin. The purpose was to be helpful in obt 
istration of health and welfare funds outside of Wash 
namely for Mr. Arthur Peisnet 
Mr. McCapse. For Mr. Arthur Peis 
Mr. Nazpin. Yes, sir. 
Mr. McCari What did vou do to earn t] Phiore 
Mr. Nazptn. I made numerous cont vith of 
tions outside of Washington, D. ¢ na fort to ol 


nal ! Lil vie elial i «1 

b for then 

Mr. Mc | \ \ f \\ ID. ( 

Mir. Nazprn. That 

Nir. Met mn ie ) 

Mr. N AZDIN Cf wor u 

Mr. McCapre. What parti r labo 0) 

Mr. Nazpin. For the most t. labor ul 

Mr. Vict \BI I: ] ( iost part. labors 

Mr. Nazprn. That rioht.. 

Mr. McCase. Officials of other locals of vou ; . 
othe qistrict cour 

Mr. Nazpin. For the most part, but \ that ul 
vein. 

Mr. McCapr. And you say that your discussiot1 th them took 
the part of phone ealls, onversations 4 


fr. Nazpin. Yes: that is right. 

Mr. McCapse. And visits? 

Mr. Nazpin. Yes, sir. 

Mr. McCapr. Did you Carry Ooh any corre OncdeNnce W 
about the matter ? 

Mr. Nazpin. Not that I recall, Mr. McCabe. 

Mr. McCapr. Can you tel] the ¢« Immittee who were some of ft 1eSse 
officials ? 

Mr. Nazprn. I had frequent contact with Mr. John Busby, in Balt 


hem 


more, Md., and I spoke to Mr. Vincent DeNul Ol! Bosto ~ Ma : ind 
I spoke to Mr. Nick Losterom in Pittsburgh, Pa., and I spoke to Mr. 
Smith in M nneapolis, Minn And I made contact with other off Is 
in Norfolk, Va.. in Richmond, Va., and Los Angeles, Calif., and 1 t 
of these contacts did not bear fruits, but some did. 


Mr. WHER. Llow many of them ? 

Mr. McCarr. How many of these contacts did bear fruit ? 

Mr. Nazptx. Thi 

Mr. McCapr. Throu Es 

Mr. Nazp1n. Th ough ny efforts, and the effort of Mr. Faust 
Moreschi, the fund ) tal } 
Peisner, al d the fund in boston, Mass., and the fund 1 Providence 
a 

Mr. McCape. Who was the 
contacted ? 

Mr. NAZDIN. I did not contact anyone in Prov cence, but Mr. 
DiFaleo was contacted. 


Mr. McCarr. Mr. DiF alco? 
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Mr. Nazprn. Yes. 

Mr. McCase. When you contacted these other union officials, did 
they know that you were to be paid for your efforts on behalf of Mr. 
Pe sner é 

Mr. Nazptn. I don’t know, Mr. McCabe, whether ed knew it or 
not, but I certainly didn’t make any effort to hide it, and had they 
asked me, I certainly would have told them that I was. 

Mr. McCane. I take it from this that you did not tell them that 
you were to be paid for any success you would have as a result of 
negotiations. 

Mr. Nazprn. I did not broach the information, but in one oe 
ease, I believe the centlemen knew I was not Fong through t ne, 
effort, and expense for nothing. 

Mr. McCase. Do you think that they had reason to know from 
| 


sources other than yourself that you might be receiving money fo! 


these services ? 

Mr. Nazpixn. Through sources other than myself? What do you 
mean / 

Mr. McCapsr. From any other source. What I am interested in 
learning and establishing for the committee is whether these officials 
knew that you were acting then in the capacity of, let us say, a sales- 
man for profit. 

Mr. Nazptn. I think I made it fairly apparent to them. I was en 
thusiastic about the service that could be given by Mr. Arthur Peisner, 
and I stressed the point that he was an excellent health and welfare 
administrator and had proven himself to be just that in Wash 
ington, D. ¢ 

Mr. McCase. Well, were you more enthusiastic than you would have 
been if you were disc ussing another matter which would be bene 

ial to the members of the union ? 

Mr. Nazprn. I think so. 

Mr. McCanr. And you feel there was no doubt in the minds of 
these other officials that you were being paid for these efforts ? 

Mr. Nazprn. I honestly can’t say what they were thinking, Mr. 
McCabe, but I certainly made no effort to hide it. 

Mr. McCapr. I see. 

Mr. Wirr. Before you get away from that, are you a full-time paid 
representative of the Building Laborers Council ? 

Mr. Nazpin. I receive the sum of $75 a week, Mr. Wier, and I don’t 
consider myself a full-time paid representative of the Laborers Dis- 
trict Council, and I am a part-time employee of the Laborers Inter- 
national on a day to day basis. 

Mr. Wier. On a per diem. 

Mr. Nazpin. That is right, sir. 

Mr. Wier. Then your capacity here today is that you are receiving 
per diem salary from the international union for services they assigned 
to you? 

Mr. Nazprn. I operate on the basis of a special assignment only, Mr 
Wier. I get no pay unless I am assigned to the job. 

Mr. Wier. That is what I said, that was my question. 

Mr. Nazpin. Yes, sir. 

Mr. Wrer. And you get $75 a week from the building and con 
struction laborers unions joint council here? 
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Mr. Nazpin. It is the Laborers District Council, that is right, 
sir. 

Mr. Wier. And is the district council aware that in addition to your 
duties with the international, and your duties with the local district 
council, that you also have acoapled the position of ¢ arrying on thess 
activities for the trust funds at a sak: ry, commission, or Whatever you 
want to eall it? 

Mr. Nazprn. Well, they may or may not be aware of it, Mr. Wier 
1 really don’t know. Again, I would stress that I certainly would not 
make any secret of it, nor am 1 making a ret of it, nor did I try to 
make a secret of it before. 

Mr. Wrer. I think that we are aware of that. 

Mr. Nazpin. That is right. 

Mr. Wier. That is all I have. 

Mr. McCanr. Did your fellow trustees on the Washington are 
welfare funds know about this? 

Mr. Nazprn. I don’t know. 

Mr. McCane. You don’t know if they knew / 

Mr. Nazprn. I don’t know. 

Mr. McCasr. Nor do you know, as Mr. Wier’s question pointed 
out, whether the officials of the international knew of this activity ? 

Mr. Nazpin. I don’t know whether they knew of it or not, but I 
seriously doubt. it. 

Mr. McCase. You seriously doubt that they did know? 

Mr. Nazpin. That ee officials of the international knew anything 
about it: that is right, s 

Mr. McCasr. You OO a moment ago that Mr. F Mo 
reschi was also active in the same endeavor. Would you tell 
mittee how he came into the picture ¢ 

Mr. Nazpry. Shortly after I was approached by Mr. Peisner to bi 
helpful to him in ebtaining these funds, outside of Washington, D. C., 
lL approached Mr. Faust Moreschi, who is an eaplire' of the Laborer 
International Union, and I asked him whether he could be helpful 
cases where I would not have the entree that he would have, n umely, 
people that I just did not know as familiarly as he did. 

Mr. McCane. You say that you were approached by Mr. Peisner ? 

Mr. Nazpin. That is right, sir. 

Mr. McCapse. I don’t think the record to this point shows clearly 
how this arrangement came to be. I wonder if you would tell the 
committee the nature and the circumstances of that approach to you by 
Mr. Peisner? 

Mr. NAZDIN. As I recall, Mr. McCabe, during the course ot a d 
cussion between both Mr. Peisner and myself, he broached the subject 
of whether or not I could be helpful in making efforts to obtain the 
administration of health and welfare funds outside of Washington. 
D. C.. and at that time I told him I didn’t know, I would think about 
it, and I subsequently voiced my approval of the idea. 

Mr. Wier. Was that with a view of a salary that was to be paid to 
you? 

Mr. Nazprn. Absolutely. 

Mr. Wier. And as an out-and-out salary ? 

Mr. Nazpin. Not necessarily a salary. I was to be compensated for 
my time, efforts, and expense, Mr. Wier. 


th e com 
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Mr. Wier. That can be done in a lot of ways. 


Mir. Nazpin. That is true. 

Mr. Wier. Was there any stipulated arrangement between you and 
Peisner as to your efforts? 

Mr. Nazprn. No, sir: not at that stage of the game, because I did 
not know how successful or how much etfort would be required. 

Mr. Wrer. How did you arrive at this money that ndicated here ? 

Mr. Nazprn. I don’t believe there was any concise method of arriv- 
ng at it; Mr. Pe sher perio ically made payments to me which I sub 
equentiy documented and reps rted on my tax, d those payments 
( p ted me Tor Linn tort, and ex] s( contacting these 
va i | 31 ul out } ountry 

\l \\ ri Yeste Al eq th i { yN) ( 

\I N AZ l ( thy ecal ] { { 

Mr. Wier. Did vou talk about a commissio1 en vou became aware 
l ‘ ‘ ! ry r ct 

\I f I i {| o2, when it became apparent that 
M i t ( he adi histration of certam health and 

lf funds out Wa ton, that v i ad iss a financial 
a 

Mr. Wrer. What wv that. commission or salary, or reward ? 


Mi N pIN. It was a 17 percent commission based on his YTOSS 

i] tratis fee fora pel ( {3 years on those f inds that I brought 

Mr. Wier. That make } uu an insurance agent, doesn’t it, that 17 
percent ¢ 

Mr. Nazptn. I would rather term it a salesman, if you don’t mind. 

Mir. Wrer. That is the figure that I hear the agents use. Then 
you have become an agent, then, in reality. 

Mr. Nazprx. I would not want to voice an opinion on that, Mr. 
Wier. 

Mr. Wier. That is all. 

Mr. McCare. Well, Mr. Nazdin, why did you contact Mr. 
Moreschi ? 

Mr. N AZDIN. As I explained a moment ago, I contacted Mr. Mores- 
chi because I felt he would have an entree to individuals and be on a 
more familiar term than I would be in explaining that Mr. Arthur 
Peisner was a competent al d able health and welfare administrator, 

Mr. MceCane. Did he know Mr. Peisner, to your knowledge? 

Mr. Nazpin. To my knowledge, if anything, he had a very shadowy 


1 
htance, that ill. 


Mr. McCaner. To your knowledge did he have any way of gaging 
Mr. Peisner’s competence as an adi trator ¢ . 

Mr. Nazprn. He would have through me. 

Mr. McCase. And not of his own experience. 

Mr. Nazpin. Not of his own personal experience. 


Mr. McCare. But you did feel because of position in the in- 
ternational and his many contacts he would be able to assist vou in 


convincing other laborers’ unions that they should entrust the 
administration of their funds to Mr. Peisner, is that correct ? 
Mr. Nazpin. No, it is not, Mr. McCabe. 
Mr. McCaprr. Please state it, then. 
Mr. Nazpin. I did not contact Mr. Moreschi, Mr. Faust Moreschi. 


with the idea of his us ne his contacts through the international 








a 


INVESTIGATION OF WELFARE AND PENSION FUNDS ol7 


union. Mr. Faust Moreschi has been a laborer for many, Many years, 
and he lived in Boston, Mass... and many other cities throughout the 
United States, and he was familiar with many people who hold 
positions of responsil ility, both in the lnborers’ group al d in other 
building trades’ PTOUDps. | am 10 years or 12 yeal his ju or, and I 
felt that there were many people he knew that I would not know. 
That is the reason I contacted Mr. Faust Moreschi. 

Mr. McCase. Do you know what contacts Mr. Moreschi made on 
your behalf with these other officials ? 

Mr. Nazpin. | know that Mr. Moreschi spoke to Mr. Busby 1 
Balt more, al d he spoke parti ul rly Lo Mr. \ eent DeNunz , and 
in those parti ular cases the } ie bore fruit. He made man Ot 
contacts throughout the country. and I thn k that he can proj ably 
speak for himself and tell you just who they are. 

Mr. McCane. 1 wanted your explanation for the committee since 
you were a moving force, a moving factor, in getting him interested 


in the first place, accord 2 to your testimony. 


Before going on with that. | would like to revert just a moment to 
a point that Mr. Wier was exploring with you, and that is the matter 
of actual compensatio You say. if I recall correctly, that you did 


not know, and did not have any specific understanding on a ‘definite 
amount of money in 1951. 

Mr. Nazpin. That is right, sir. 

Mr. M CABE. Well, how Wits Mr. Peisner able to pas you a first 
payment? Was there any yardstick, or any understanding or any 
euide on which he could measure that ? 

Mr. Nazptn. I would say that Mr. Peisner was very conscious of 


1 


the fact that I was making numerous contacts for him, and that he 


fieured he worl ld compensate me, ana | asked for that compe ition 
on the basis of the time and effort that I did expend in making these 
contacts. I doi ‘t recall that had anv neewotiati il arriving’ at 


the $3,500 figure, but the net of all 
1951 amounted to $3,500, 

Mr. McCasr. You received a series of payment 

\Ir. N AZDIN, | would rather 2V YTOSS: correction, ple 

Mr. McCanr. You received a series of payments in 1951, totaln 


5.000 from Mr. Peisne r, even though vo had no fixed rrangement 


of his payments during the year 


or understanding in the beg inn 

Mr. Nazpin. That is right. 

Mr. McCasr. Asto what the amount would be. 

Mr. Nazpin. That is night 

Mr. McCane. Now, can you tell us when you brought Mr. Moreschi 
into this arrangement / 

Mr. N AZDIN. About a week or so after | had mV oO} onal cOonvel 
sation with Mr. Peisner, at which time he broached the idea to me. 

Mr. McCapr. Was he in the act Vit} with you from the beo nning 
then ? 

Mr. Nazpin. I would say SO; ves, SIP. 

Mr. McCase. Do you know how his compensation was arrived at? 

Mr. Nazpin. On identically the same bas 

Mr. McCapr. Did he receive identical par ments ¢ 

Mr. Nazpin. At that time; yes, sir. 

Mr. McCape. To your knowledge, then, he apparently received 
$5.500 in 1951 4 
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Mr. Nazprn. He did, siz 

Ir. McCanr. How wasthat money paid to you 4 

Mr. Nazptn. Either in cash or ck and I don’t recall which, but 
. record was kept by Mr. Peisner, who furnished me with a 1099 at 
the end of the year. 

Mr. McCapnr. Were the checks drawn payable to you? 

Mr. Nazpix. They were drawn payable to me, and sometimes drawn 


to eash, and sometimes just in cash. 

Mr. McCanr. Mr. Peisner told the committee yesterday that pay- 
ment were made in checks drawn to your order and to cash, and 
that you trans tted part of that money to Mr. Moresehi: and that 

tlect ou were in rie enger carrylng the money from him to Mr. 
More 

\I Nazpin. Well, I don’t particularly like the term “messenger.” 

Mr. McCabe. I don’t use it in a demeaning sense at all. 

Mir. Nazprn. But. evertheless, Mr. Peisner made checks for the 

payable to me, or in cash, or pa d me in cash, and I per 
sonallv eave Mr. Faust Morescl is portion of the compensation. 

Mr. MeCane. You gave Mr. Moreschi his portion of the compen 

oO} 

Mr. } That is right 


Mr. McCanr. You told us a moment ago that after you had en- 

ing no funds to Mr. Peisner’s office 
ror administration, vou saat a definite heure, a fixed fioure of 
17 percent of the gross. ould you tell the committee how that was 


lan O 


moved sOuIe SI CeSSs Il YoY, ni 


Mr. Nazpin. Seventeen perce nt of the gross administrative fee is 
paid to Mr. Peisner. That is for whatever funds he obtained outside 
of Washington, D. C. Would you repeat your question? 

Mr. McCanr. Was that 17 percent divided evenly between you and 
Mr. Mor S¢ hi ¢ 

Mr. Nazpt~. At times, Mr. McCabe, it was ee evenly, but fi- 
nally Mr. Faust Moreschi and myself arrived at a fair understanding, 
and that understanding was on the basis of two- thirds of that income 
for miy self al d one third of the income for Mr. Moreschi. 

Mr. McCarr. At what time approximately did this understanding 
come about? Was it early in the arrangement or later on! 

Mr. Nazptn. Some time during the year of 1952, I believe the latter 
part, 

Mr. McCanr. Sometime during the latter part of 1952? 

Mr. Nazprn. That is correct, sir. 

Mr. McCapr. Can you tell the committee the total sums paid to 
vou for this work by Mr. Peisner ? 

Mir. NAZDIN. No. I cannot. but Mr. Bellino has the figures for the 
vear 1951 and 1952, which I gave him the other day, and in showing 
him my income-tax returns. I do not have the figure for 1953, but 
nevertheless, I s Ippose you have records there that would indicate 
what it is. 

Mr. McCarr. Mr. Bellino is away from the committee table mo 
mentarily, and I wonder if you could tell us ? 

Don’t you know that figure ? 

Mr. Nazprn. I know it if I looked at my income-tax return, but I 
don’t have that with me. 

Mr. McCane. You don’t have any independent recollection ? 
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Mr. Nazprn. No, sir. 

Mr. McCase. We can suspend on that item for a moment until Mr 
Bellino returns, and perhaps the records will enable vou to tell that 
to the committee, 

Mr. \\ IER. Hasn’t there been a regular ( heck -how far back do you 
go’ As of today both of you have 
In, haven’t vou / 

Mr. Nazpin. No, sir. Mr. Peisner informed me that insofar as 


ot an established amount co ne 


oO 


this computation was concerned, whatever sums were due us were paid 
up In the middle part of this year, June or thereabouts 
Mr. Wier. That is, your salary insofar as his agency oncerned, 


yours ul ry ce ased: is that right ? 
Mr. Nazpin, The commission ceased, that iS} ot, Fs 
Mr. Wier. I would like to determine just what that ist it vol LV 
been vetting, whether it IS § ilary or COMMISSION. 
Mr. Nazprn. Might I ‘larify the point to this extent. that in 1951 


I received the sum to which I referred a moment ago, which was sub 
sequently appl ed after our arrival at a definite understanding in 1952. 
That sum for 1951 was deducted from whatever he owed u | 


therefore the on olnal sum became part of the com 

Mr. GraHam. Mr. Nazdin, is the agreement still in etfect for any 
future business outside of Washington, D. C. ? . 

Mr. Nazptn. I haven’t made any efforts to obtain any other business 
for the last 10 or 11 months, sir. ; 

Mr. Grantam. How did you happen to arrive at an odd figure like 
17 percent ¢ 

Mr. Nazpin. Through what we call negotiation, sir. 

Mr. GranaAm. What do you mean ¢ 

Mr. Narpin. I started at a much higher figure, and Mr. Peisner 
started at a much lower figure, and we ultimately ended up at 17 per 
cent. 

Mr. Granam. It was not the fact that the amount paid you up to the 
time we began an investigation happened to be 17 percent, was it‘ 

Mr. Nazptn. Absolutely not. 

Mr. Granam. By the way, on these trips that you made, Mr. Nazdin, 
to various places with Mr. Moreschi, if he made any, who paid your 
expenses / 

Mr. Nazprn. We paid our own expenses. 

Ir. Granam. Were you reimbursed for any of those expenses out 
of anv union funds? 

Mr. Nazprn. No, sir. 

Mr. Bosc H Mr. Nazc«din, | recollect that you mace a statement be- 
fore that vou didn’t think that the imternation 1 knew about vour 
receiving these commission checks from Mr. Peisner, is that m rht 2 

Mr. Nazprn. That is right, sir. The internation il officials, should 
we say. 

Mr. Be SCH, Well. is not Mr. Moresc] ian ofh ial 7 

Mr. Nazpin. No, sir; he is not. He is an employee, Just as I am, of 
the international union. 

Mr. Wier. What are you men, fielimen or organizers or what, on 
the international roster? 

Mr. Nazprn. I am a fieldman on special assignment operating only 
on special assignment. 


Mr. Wier. What is Mr. Moreschi ? 
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Mr. Nazptx. He is just an office man, that is all. 

Mr. Wier. In the international office. 

Mr. Nazpin. That is right, and he holds no official position at all 


Mr. Boser. Did thi ternational know that he received commis 

\] . \ ZDIN | Ol chow, ore 

\ir. Wrer. Ho this income listed on the income-tax returns? Is 
{ iry Oo} mm on o1 it, or dividends 4 


Mr. Betrino. The inco ix return which Mr. Nazdin presented 
{ 1%) re ed from Arthur Peisner, specified 
\! ig I’, ede! { LJov. he received total from Arthut 
|? and the \ Peisner & Associates, as of August 1, 1952, 
An I r went to a partnership with Mr. Spurling and Mr. 
Chudzik, forming t is known as Arthur Peisner Ass ates, and 
Mr. Wier. How did ¥ 
Mr. BELLINO. Identified as t e employer, is ah en ployer. 
Mr. Wier. It could have been a Christmas present. 
Mr. Betuino. As income fi m an employer. 
Mr. Wrer. As income. 
Mr. Betiixo. From an employer, and that is a total of $10,140.50, 
Which Was 1] cate iS having been reported on Mr. Nazdin’s income- 


tax returns, which he furnished to us. 
‘ \T, > > ’ . _ 2 . - > ct YY > 
Vil 1 e] recora Lv ever been turned over to us com- 
plet : I] he oiven u various cheeks. canceled checks, and just 
Moi lay morning he bro wrht a cash receipts and disbursements 
book. so that we have been unable to vet from Mr. Peisner the total 


an nt or en ,pA dto Mr. N Zan Ol anvone else. 

Ir. Wier. And you do not kn how much you have received ¢ 

Ll N AZDIN. | don't as of t moment, Mr. W ic is As I explail ed 

to Mr. McCabe, a week or so ago, Mr. Peisner maintained that I was 
‘ : 


pa ( l uu und I hac OW OL KHON Y until possibl) the end of 
the year, at wh I ie he we nake whatever records he had avail 
able na \ I | ~{ I t I at that time ere we stood. 

| ] ; 

A t I Paid I il ul i@l 1b goa 


Mr. Wirr. 1 ond with: vier daowleden af anus 
mMcome thy ther twe th” vi have. On business rep 
resentative of | coul , ad you know what that is. 

Mr. Nazpin. That ric ! 

Mr. Wier. And you now What you get pel ciem when you are 
assioned to an international job. 


M N AZDIN Phat is right, sir. 
Mr. Wie You know what that is. 
Mr. Nazpin. Yes, sir. 
Mr. Wier. But this case here you don’t know what it is, and it 
eht fluctuate; is that it? 

Mr. Nazpin. The figure in and of itself would fluctuate, for the 
simple reason that we are talking in terms of a percentage of a yet 
as far as | clin) on rnec Lncomp ted YTOSS., Mr. Peisner informed 


me in June of this year that I was paid in full, as well as Mr. Faust 


Is something that mi 
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Moreschi. Until such time as records are more clearly available t 
they are right now, I don’t know whether we are paid in full 
and I take him at his word that we are. I have never f l 
lacking in his word. 

Mr. Wier. In other words, then, vou 

mount that you knew of that you were bound to get or entitled to ; 

Mr. Nazprn. No, sir. . 

Ir. Wrer. You simply accepted what Mr. Peisner retur to 

Mr. Nazpin. That is right. 

Mr. Wier. And you accepted that as { yay \ 
rendered ¢ . - 

Mr. Nazpin. Is ppose you would « t ft t way. 

Mr. Wier. On June 1, when hi d that ere pai 1) 

is that the end of your salesn hip for t Peis \ 

Mr. Nazpin. That what it amounted to. 

Mr. WHER. Go ahead. 

Mr. McCase. 


it the amount might have been in 195 


Mr. Nazpix. I honestly don’t recall just what e 
Mr Met ibe, 

Mr. McCasnr. You can give no approximation ? 

Mr. Nazpin. I would rather not approximate it, Mr. M 


because I can make my tincome-tax retul ivailable to you, and ul 
vill knoy for a fact la cel ty 1 r thar \ 
ngure, 

Mr. McCapr. Can vou give tis any est te at al 


, ¢ 1QOKA 2 
vou recelved in Lvo¢ ¢ 


Mr. Nazpin. J think Mr. Peisner 1 om} 


W ehnoma or mav not be near t} | nt, a i ih col 

is he spelled out of his admin (rative ] Y ( \ 
and welfare fund, for the Boston health and welfa 

the Baltimore health and welfar« 

on a 3-year period, if he paid me in f ‘a ve 


that and Mr. Faust More 
Mr. McCanr. But 
more aecuratelyv than that at 


Mr. Nazpin. N 


Mr. Nazprn. In one. pacity or another; yes, 

Ir. McCape. What your capacity with respect to fund No, 1% 
Mr. Nazpin. I am chairman. 

Mr. McCase. Fund No. 2? 
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Mr. Nazptx. I am chairman. 

Mr. McCapne. No. 3? 

Mr. Nazpin. Chairman. 

Mr. McCase. No. 42 

Mr. Nazpin. Secretary. 

Mr. McCapne. No. 0 

Mr. Nazpin. Chairman. 

Mr. McCapne. You are chairman of 4 and secretary of 1. 

Mr. Nazpin. That is right, sir, and in that capacity all I do is on 
a pil hamentary basis conduct the meetin 

\I McCapsr. Do you have a vote? 

Mr. Nazprx. Oh, yes. 

Mr. Wier. How many are on there? 

Mr. McCanre. How many trustees are there ? 
Mr. Nazpin. Three for the employers and three for the laborers. 
Mer. McCape. On each group? 


1 +] t | 
rand that is all. 


Mr. Nazprx. On each group, that is right, sir. as of today. 

Mr. McCanr. Who appoints the trustees for the union / 

Mr. Nazpin. The trustees are appointed in the Washington 
Laborers District Council, and I appoint the trustees as chairman. 

Mr. McCapre. As chairman of the Laborers District Council you 
appoint the trustees ? 

“Mr. Nazprn. That is right, sir. 

Mr. McCanr. What are the responsibilities of trustees ? 

Mr. Nazpin. To properly administer insofar as the trustees are 
concerned the obligations of the fund. 

Mr. McCanr. Are the trustees concerned with the operating expense 
of the administrator’s office ? 

Mr. Nazprn. Absolutely. 

Mr. McCapsr. Are the trustees then concerned with the amounts of 
money which the administrator might pay to you, or to someone 
else to obtain business ? 

Mr. Nazpin. No, sir. We operate, and we are concerned with the 
operation of his office insofar as it is an efficient operation, and we 
believe it to be just that, but we operate on the basis of a flat fee, on 
a low-bid basis, for whatever services he may render to us, and 
each of those funds was bid on separately by health and welfare 
administrators throughout the city of Washington, and in every case 
Mr. Peisner was the low bidder. 

Mr. McCapr. How was he selected, and how were these bids 
obtained ? 

Mr. Nazprx. On the basis of sealed bids. 

Mr. McCane. How were they obtained? Did vou advertise, or how 
did vou go about getting bids for administrators ? 

Mr. Nazorn. T would like to point ont, Mr. McCabe, that in 1950 
and 1951, finding a competent health and welfare administrator was 
like looking for a needle in a haystack. There just wasn’t any such 
creature. I believe even today if you open up the classified section 
of the phone book, you don’t find any listings as health and welfare 
administrators. 

Nevertheless, we contacted as many as we knew were in the busi- 
ness, and in several cases they were attorneys and in other cases they 
were certified public accountants, and they submitted bids, and Mr. 
Peisner was the low bidder. 
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Chairman McConnetut, How many were consulted ? 

Mr. Nazpin. I know of 3 or 4 particularly. I believe Mr. David 
Goldberg submitted a bid, and Mr. Harry Malin, and Mr. Peisne: 
submitted bids, and several] attorneys whose names escape me right 
now submitted bids. 

Chairman McConneti, You did not advertise; did you ? 

Mr. Nazprn. In the newspapers, sir, no. 

Chairman McConnetu. You just tried to find out some person who 
might handle it, and then contacted him. 

Mr. Nazpin. We were looking for existing health and welfare 
administrators, sir. In that capacity, we solicited and obtained bids 
from those already in the business. 

Chairman McConneti. Did you contact any banks or insurance 
companies ¢ 

Mr. Nazpin. No, sir. 

Mr. Wier. Did you contact any of the officials of the Union Labo1 
Life Insurance Co. who had some experience in this field? 

Mr. Nazpin. | would like to point out, sir— 

Mr. Faneuur. Answer the question, and you did contact him or you 
did not. 

Mr. Nazptn. We did not contact, and I mean the entire board of 
trustees when 1 say “we.” I would like to say that our primary 
concern had to do with the setting up of a systematic method of 
obtaining the money, and collecting the money, if you please, from 
the subscribing employers, and holding that money in escrow until 
such time as we had (1) written a trust agreement and (2) set up a 
schedule of benefits, and a schedule of eligibility, so that we could 
operate as a trust fund. 

Now, in that capacity we had to find someone who would accept 
the responsibility and be competent at the collecting of that money, 
and properly deposited it, and properly crediting the accounts of both 
the employers and the men, for the proper handling of that sum of 
money. 

Now, it was our belief that the insurance company could not do it, 
because they are just not in that field. 

Mr. Wier. I think that you would have to admit that there are a 
number, at least 10, of the insurance companies in this Nation that 
have been in these group insurance things quite a long time—Equitable 
and Prudential and others. They have been in this field and, as a 
matter of fact, the American Casualty said that they have been in 
it for over a long period of time. It was on a limited scale until 1949. 
Was it because you were not interested in giving the business to an 
insurance company that you passed them by / 

Mr. Nazpin. No, sir; and as a matter of fact the board of trustees 
in its original form solicited and gave the entire business to the Aetna 
Life Insurance Co. Certainly there was not anything against any 
insurance companies. 

The trustees deemed it advisable to have an administrator, a paid 
health and welfare administrator, operating on an administrative fee 
right here in Washington, at an office easily accessible to the benefi 
ciaries of the trust. 

Mr. Wier. In other words, what you were trying to do was to estab 
lish as much as you possibly could your own local autonomy ovel 
these trust funds? 
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Malin, and I presume to Mr. Peisner. Iam now reading from a letter 
of August 2. 1951, under the heading of Goldstein, Goldberg & Co., 
and signed by David Goldberg, addressed to Mr. Leo Nazdin, presi- 
dent. Washington Laborers District Council, Washington, D.C. In 
there he states: 

ee 


It is our understanding that there will be about 400 men covered and about 35 


contributing employers submitting weekly reports 
and he woes Ol ond tells what all he will do. and then his bid on this 
IS S200 per month. Do you recall that / 

Mr. Nazpin. The letter? 

Mr. Grawam. And the bid. 

Mir. N AZDIN. Well I don’t rec all it but it 1 obviously so because 1 
record shows that. 

Mr. Grauam. Then on July 26, 1951, in response to the letter of 
July 25, 1951, a letter is written by Mr. Harry L. Malin to Mr. Leo 
Nazdin. president of the Washington Laborers’ District Counel, 
Washington, D.C. It is in response to Mr. Nazdin’s letter of July 20, 
and in regard to a proposal to act as administrator for trust fund No, 


1. he sets out what they will do, and so on. 

His bid is BZUU per month based on approx mately {00 members. 

Then on August 22, 1951, a letter from Mr. Arthur A. Peisner is 
addressed to the trustees of the Laborers’ District Council Trust Fund 
No. L. and this IS also ae regard to application to act as administrator 
for trust fund b. ana his bid Ol} this case is 45 cents per month pel 
employee. 

Now, there being approx mately LOO members, Mr. Peisner’s bid 
would be S180, 45 times 400, 

Mr. Malin’s bid was $200; Mr. Goldbere’s bid was S250. 

Therefore, Mr. Peisner’s bid was the lowest of the 3 submitted for 
{00 members. 

Now, for the first 6 months Mr. Peisner was paid $1,650, or approx}- 
mately $275 a month. Isthat because of an increase in membership ? 

Mr. Nazpin. I would assume so; ves, sir. 

Mr. Granam. The next year he got $3,435, in 1953, and in 1954, 
83.3500. 

Now, was he actually then the low bidder ? 

Mr. Nazpin. He obviously was the low bidder in the beginning be 
cause the trustees saw fit to award the administration to Mr. Peisner. 
However, might I point out, sir, that there were other considera 
tions. The other consideration was this: We had in existence at that 
time funds Nos. 1,2, and 3, and what with the entire change of mem 
bers through the means of our universal working card, the trustees felt 
it advisable that a centrally located administrator, quite possibly ad- 
ministering all of the funds, would be desirable because a man could 
conceivably work on work belonging to any of those trust funds and 
become eligible only when there is a consolidation of hours worked and 
thus the other consideration was that. if possible, and when possible, 
Mr. Peisner, because he already had the administration of 1,2, and 3, 
would have preferential treatment for ee based on that consideration. 

MrGranam. I wonder why the letters from these other 2 bidders 
were addressed to you and why they were not addressed to the trustees 
whereas Mr. Peisner’s was directed to the trustees and also was sent 
in approximate!) > weeks after these other two. 
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Mr. Nazprn. I am secretary of the No. 4 fund and I assume as such 
that those communications came addressed to me. 

However, I did not open them, but I took them along with me to the 
trust fund meeting, whenever that was. 

Mr. Granam. Were you at that particular time acting as an agent 
for Mr. Peisner? 

Mr. Nazp1n. Do you mean on or about July 25, 1951? 

Mr. Granam,. Yes. 

Mr. Nazptn. As I recall, it was much later than that that I first 
even had a conversation with Mr. Peisner about doing any work for 
him in any case. 

Mr. Granam. Were any of the trust funds, including the laborers, 
the Washington district, given to Mr. Peisner to administrate after 
you had this working agreement as an agent to sell Mr. Peisner’s 
services ? 

Mr. Nazprn. I don’t believe so, sir, but the record would show that. 

Mr. Granam. Do you recall when Laborers No. 5 went into effect? 

Mr. Nazprn. I don’t recall the date; no, sir. 

Mr. Granam. According to our records here the first payment was 
received from the employers in October 1952 for Laborers No. 5. At 
that time, or within the preceding 6 months, were you then acting as 
an agent for Mr. Peisner ¢ 

Mr. Nazpin. The date on that was what, sir? 

Mr. Grawam. October 15, 1952 

Mr. Nazprn. I had been acting; I had been helpful to Mr. Peisner 
some time preceding that ; yes, sir. 

I might point out to the committee, however, that the original 
administrator, and there was an original administrator preceding Mr. 
Peisner, a gentleman by the name of Albert Dayton, who administers 
the Plumbers’ Trust Fund here in Washington, that again on the 
basis of a low bid Mr. Peisner became the administrator. 

Mr. Granam. You were also a trustee of this fund / 

Mr. Nazprn. That is right. 

Mr. Granam. And also an agent of Mr. Peisner ? 

Mr. Nazpin. Not in the Washington, D. C., area. 

Mr. Granam. Well, that is a matter of fine distinction. I mean, 
you were receiving money as an agent from Mr. Peisner ? 

Mr. Nazprn. I made no effort - 

Mr. Grauam. Were you not—— 

Mr. Nazpin. I was an agent; yes, sir, in the sense that I solicited 
work for him outside of the city of Washington. 

Chairman McConne.u. Was there ever an effort on the part of the 
trustees to check year by year or over a period of time as to the 
advisability of continuing the administrator they had at that time, 
name ly. Mr. Peisner ? 

Mr. Nazpin. Congressman McConnell, we had many fights with Mr. 
Peisner on issues about which we differed. On the other hand, he 
invariably, eventually took our advice and as a consequence I believe 
he became a very competent and capable health and welfare 
administrator. 

Chairman McConnetu. Was it in the nature of a, you might say, 
perpetual administrator idea as far as Mr. Peisner was concerned, or 
was there any thought on your part of lo king around at some future 
date or during that period throwing it open to other sources. 
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Mr. Nazpin. We always had in mind the idea of looking for more 
competent help elsew here: yes, sir. 

Chairman McConneiyi. But you did not do it at that time? 

Mr. Nazpin. No, we didn’t do it at that time. 

lLlowever, Mr. Peisner’s contract, and he Only had one, Was on a 1- 
year basis, and his contract has never been renewed, but we have 
operated on a month-to-month basis since. 

Chairman McConne tu. No effort was made at any time to check out- 
side whether somebody else might administer it a little « heaper, or some 
other method of operation might be more efficient and cheaper ; 
that correct / 

Mr. Nazpin. To the best ot my knowledge, the trustees never did 
that. 

Mr. Miuurer. Mr. Nazdin, do you know how the compensation that 
was given to Mr. Peisner for this work compares with similar organi 
zations in the other cities and other places / 

Mr. Nazpin. I can offer an opinion, Mr. Miller. 

Mr. Mititer. You have no knowledge ? 

Mr. Nazpin. I have no firsthand knowledge; no, sir. 

Mr. Mitier. Then what is your opinion ¢ 

Mr. Nazpin. My opinion is that judging from what I have read 
and many others of us, nationally reputed authorities on the opera- 
tion of health and welfare funds have maintained that administra- 
tive fees from 5to9 percent are 1n line. 

Mr. Peisner’s fees have been in that neighborhood of 5 percent, the 
lowest fee mentioned by these national authorities. I take it, then, 
that his fee is in line. 

Mr. Miuuer. It seems from what I can gather that he has been 
very successful in getting business. How do you account for that ? 

Mr. Nazprn. I account for it only on the basis that he submitted low 
bids for the work he solicited. 

Mr. Mitier. And you still think that the trustees have used due 
diligence in trying to procure competition in bidding ? 

Mr. Nazpin. I most certainly do, sir. I think the trustees on all 
of the funds, the employer trustees and the union trustees, exercised 
due diligence in looking for and obtaining the service of the admin- 
istrator. 

Mr. Minzuer. You have been one of these trustees yourself ? 

Mr. Nazpin. I was one of the trustees; yes, sir. 

Mr. Minter. What have you done in the way of trying to make sure 
that there has been due competition ¢ 

Mr. Nazpin. We have not solicited other bids recently from other 
health and welfare administrators in the Washington area, and I 
believe the reason for that was that the board of trustees as a board 
felt the rate was a fair one and in line. 

Mr. Mintzer. It would seem that somebody has made a very con 
siderable amount of money out of this in the way of commissions, 
would it not? 

Mr. Nazprn. In the way of commissions sir? 

Mr. Miter. Cost. 

Mr. Nazpin. I would not want to offer an opinion on that, Mr. 
Miller. 

Mr. Muier. Does it not seem to you that this 1714 percent is rather 
inordinate 4 


Is 
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Mr. Nazpin. The money that was paid to me and to Mr. Moreschi ? 

Mr. Mitier. Yes. 

Mr. Nazpin. Not at all. sir. If I solicit life insurance, as we have 
all heard here. there is a fee connected with that solicitation, and if I] 
sell an automobile or real estate, I expect a fee, I consider mvself 
no more than just a salesman in that respect. 

Mr. Miniter. However, up un - vou made this arrangement with 
Mr. Peisner, you were emp loved : t 875 a month and that was your 
main source of income, was it not, supposed to be full-time employ 
ment ¢ 

Mr. Nazprx. Might I point out, Mr. Miller, $75 a week and a per 
diem basis for my international union on special assignment; that is 
right. i. That was hot Col sidered full time elup yloyme nt as suc hh. I 
hac seas to do othe rthings: as well: yes, sir. 

Mr. Minter. This new employment you took with Mr. Peisner be 
came Nay chief e mp yloyme nt, did it not? 

Mr. Nazprn. Not at all. s 

Mr. Minuer. It was the main source of income? 

Mr. Nazpix, That is true, sir. It was my main source of income, 
but it was not my chief employment as such. 

Mr. Minurr. You did not feel that you were in the position of a man 


who was servin @ two masters ¢ oo say no man can serve two mas 
ters: you cannot be e mpi loved hy \ two persons Mm the same line of bus! 
hess th: il woul 1 | be in compet! Tion. 


You do not consider vourself to be in that situation ? 

Mr. Nazpix. No, sit 

I might point out that the record would indicate that I have been 
‘is critical at times of thines that Mr. Peisner did as anyone else, and 
perhaps a little bit more critical. 

However, I did not feel at any stage of the game it was necessary 
to change administrators because of any single action that he did, 
and we still feel that he is a competent health and welfare administra 
tor, and, I] might point out, a sympathetic health and welfare admin- 
istrator. 

There is a psychological point and perspective that a man has to 
have in ce sling with the people I represent. 

I might point out that 1 do represent from 95- to 97-percent Negro 
workers here in Washington. 

Mr. Miter. I was intrigued with the thought that you were receiv 
ing this compensation and yet you did not seem to think that the people 
with whom you were doing business and for whom you were doing 
business knew about it. 

Is it not rather strange that a man would go from year to year 
transacting this kind of business and that being his main source of 
income, as you say, and aa n trustees not know about it ? 

Mr. Nazprx. Not at all, I was never lax in my job here. I 
did my job and what was ex ssieetisl of me. 

Mr. Mitier. But when you approached, as a trustee, some of these 
companies for business they certainly knew th: at you were representing 
somebody. Did they never ask you whom you represented ? 

Mr. Nazprn. I never approached anybody in the « capacity of 
trustee, Mr. Miller. 

Mr. Mitzter. I mean approaching these unions in order to get the 
union’s business for Mr. Peisner. That was your business, was it not? 
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Mr. Nazprn. I approached these sources outside of Washington, 
D. C., as Leo Nazdin, perhaps known to these people that I approached, 
and sometimes unknown. 

Mr. Minier. It seems to me that one of the first questions I would 
ask under those circumstances would have been, whom do you repre- 
sent ¢ 

Mr. Nazpin. | never create any illusion about whom I represented, 
Mr. Miller. I was attempting to solicit and was successful in doing 
that work for Mr. Arthur Peisner as health and welfare administrator 
outside of Washington. 

Mr. Wier. In connection with that, let us try to find out, Mr. Nazdin, 
exactly how the members of your unions share in the total overall 
return. 

The audit shows that your five-unit trust funds received a total sum 
of $4,700,000. Now, what percent of that do you think goes for the 
benefit of your membership, premium and benefit, and what percent 
of the round dollars goes to the cost of operation 4 

That is important because we have had a number of instances where 
the cos % of the operation is almost as much as the benefits paid out. 


Mr. Nazprin. I appreciate your question. 
Mr. Wier. Let me add this: You are sitting in the position now 
of responsibility. JI am talking about you are officially in a responsi- 


ble position there in the building laborers councils office. If one of 
these trust funds woes bankrupt, it can be blamed on you. 

ILow well and in what percent do you think your employees are being 
} rotected Ww ith money nana from the employe rs é 

Mr. Nazprn. I think, Mr. Bellino can supply us with the figure. 

Mr. Wier. I am asking you. 

Mr. Nazpin. I am familiar with that, Mr. Wier. You mentioned 
a figure of $4 million for the 5 laborers trust funds. I don’t recall that 
that is the figure. I think that is the overall figure for all of the trust 
funds. 

Is that correct, sir? 

Mr. Wier. That is not just for the laborers’ union. That is right; 
that is all the funds. 

Mr. Nazpin. That is all the funds together. 

Mr. Wier. Wait a minute. I will change the question. 

Out of all of the revenue from the trust and welfare contributions 
of your employers, what share of the money will be to the benefit of 
the employees in a medical way, insurance way, and what part of that 
will be used “you have been in this business for 5 vears ¢ 

Mr. Nazpin. That is right. 

Mr. Wier. What part will be used toward cost of administration, 
commissions, and purchasing, all ot that ? 

Mr. Nazpin. The cost of administering our trust fund is 5 percent 
of the gross intake into those trust funds. In one case, in the No. 2 
fund, we employ a counsel, an attorney. That attorney has been with 
us ever since the very beginning, at the time we origin: ally wrote the 
working contract which was the parent of the trust agreement and 
trust fund. 

The counsel drew up the trust agreement; he became regular coun- 
sel on the trust fund. He is paid a fee over and above that 5-percent 
administrative cost. 
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Now, of course, the choice was up to us as to whether we wanted 
to have a consultant in the form of an attorney on the fund and we 
felt it would be wise to do just that and in the long run it has been 
more than beneficial to the beneficiaries of the trust and to the trustees 
themselves. 

The only other charge is the charge that we have for the employ 
ment of a man who supervises that all of the money due the trust 
arrives at the trust. 

I might point out that the jurisdiction of this district council is 
about LOO miles east to west and 140 miles north to south. There can 
be an awful lot of construction in that area. 

Overlooking a subscribing employer who may or may not be making 
payments into the trust fund, to our way of thinking, would be a 
prime mistake, a prime error. 

Mr. Wrer. That is immaterial to what I am asking you. Out of 
every dollar which you are recelviIng from the employers let us use 
the S$] represent Ing the total—out of every dollar that the employers 
are paying into this trust fund for the five units of the building and 
construction trades local union in the district, how much of that goes 
for other than benefits to John Dokes. vi ho may be SL k and die to 
morrow £ 

Mr. Nazprn. The only cost is 5 percent for administration and 95 
cents of that dollar is either in reserve surplus or has gone out in the 
form of benefits to the beneficiaries of the trust. 

Mr. Wier. I am trying to find out how much of this dollar that be 
long to the members ot your unio! —they don’t be long to you or Peis- 
ner or anybody else; they belong to the members of your union—how 
much of that has either been spent in their behalf or will be spent in 
the reserve ? 

Mr. Nazpin. Nine-five cents out of every dollar. 

Mr. Wier. I have been trying to find that figure. I got a little over 
10 percent at least. 

Of course, I may have figured in some of these other units. 

Mr. Nazptn. Our costs accurately computed have been 5 percent 
for administration. 

Mr. Wier. Mr. Peisner yesterday gave a lot of items, extras, that he 
has installed or employed or brought into the picture as to what he 
thought was necessary for a thorough job. I am including all of Mr. 
Peisner’s revenue, his own personal revenue out of this fund, all of 
the expense that is necessary to maintain the administration of this 
fund. 

There can be only two sources for these funds to go in, cost of 
operation and cost of benefits and research. 

Mr. Nazprn. I would like to repeat, Mr. Wier, that the cost as far 
as the trustees are concerned, is a nickel out of every dollar and no 
more for the operation of the fund, and the other 95 cents of that 
dollar goes to the benefit of the beneficiaries. 

Mr. Lucas. You spoke of authorities and similar welfare funds 
stating that the best authorities, or the authorities stated that the 
cost of managing these funds should be from 5 to 10 percent. Will 
you give us the name of some authorities? They are rare, I think. 
I didn’t know there were any authorities. 

Mr. Nazprn. There is a gentleman who holds himself forth as a 
national authority. His name is Mr. Martin Siegel. He has written 
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numerous articles in Fortune magazine and he is the gentleman to 
whom I refer. 

He said that a rule of thumb on administration of health and 
welfare funds would be 5 to 9 percent. And that figure is in line. 
Figures above and beyond that are out of line. 

We on these trust funds locally have governed ourselves by that 
rule of thumb. 

Mr. Fanecxi. Congressman, may I put in a commercial at this 
point ¢ 

Mr. Murray Latimer, my good friend in Washington, is an expert 
in this field. 

Mr. Lucas. Murray Latimer? 

Mr. Faneuut. Yes. He is a nationally known expert. 

Mr. Chairman, I might point out that our counsel on the trust 
fund, Mr. Francis J. Kelly, has asked, with your permission, that 
if time is available he would like to be heard as to his views on the 
administration of the fund. 

Chairman McConneuu. Mr. Nazdin, I want to ask you something 
more in a general way. 

Would it not be a healthy thing if there were competition for the 
administration of these funds from time to time? In other words, 
would it not tend to lower the price or if not lower the price, to keep 
the administrator then operating more efficiently ¢ 

Mr. Nazpin. I believe you are absolutely right, sir. 

Chairman McConne.u. Now, another thing, would it not be a fact 
also that if one of the trustees of any of those funds was receiving 
commissions from the administrator, that there would not be much 
incentive for him to have competition to that administrator? Would 
that not be a correct assumption ¢ 

Mr. Nazpin. That may be your assumption, Mr. Chairman. How- 
ever, I certainly have never felt ths a way. 

Chairman McConne.y. Would it be a generally good assumption, 
that there would not be much incentive ¢ 

If, say, | were receiving a commission, there would not be much 
incentive for me to aw eile come to the man that I was 
receiving a commission from and was seeking to sell his wares or his 
services somewhere else in the country ? 

Mr. NAzpin. I would not want to offer an opinion on that, sir. 

Chairman McConne.t. I think by the look of your face you kind 
of feel there may be merit to that idea. 

Mr. Nazpin. Not at all, sir, from where I sit. I have been as critical 
of Mr. Peisner on occasion as any man could. 

Chairman McConnetui. You have not brought any competition to 
Mr. Peisner ? 

Mr. Nazprn. I certainly have not. 

Chairman McConneLL, And you are chairman of trustees and you 
would _ ave some weight. 

Mr. Nazprn. I might point out that on occasion I have suggested 
changes and the employer trustees were very conscious of that sug- 
gestion on numerous occasions on my part to other administrators 
in the Washington area, and they themselves felt that Mr. Peisner 
was a good, competent, qualified administrator. 
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Chairman McConne ui. If you were receiving a commission to sell 
the services of this particular administrator, there would not be much 
incentive on your part to have that administrator lose out. 

Mr. Nazpin. | don’t want to offer an opinion on that, Mr. MecCon- 
nell. 

Mr. BoscH. Are you related Lo Mr. Peisner ¢ 

Mr. Nazpin. | am. 

Mr. Boscn. What is vour relationship ¢ 

Mr. NAZzpINn. I became a cousin of his when I n arried a cousin of 
his—by marriage. I might point out that that occurred in April of 
1952. 

Chairman McConneuti. Mr. McCabe? 

Mr. McCapr. Mr. Nazdin, I would like to go back for a moment 
to your earlier discussion about these officials in Laborers’ locals in 
other cities, the officials you and Mr. Moreschi contacted. Do you 
know whether they, or any of them, received any moneys as a result 
of the business w hich was p! iced for their locals with Mr. Peisner ? 

Mir. Nazprn. I don’t know, sir. 

Mr. McCapr. You don’t know ? 

Mr. Nazprn. No, sir. 

Mr McCase. Did they receive any from you? 

Mr. Nazpin. No, sir. 

Mr. McCanr. Directly or indirectly ? 

Mr. Nazprn. No, sir. 

Mr. McCasr. That is all I have. 

Mr. Riropes. Mr. Chairman, I would like to ask one question. 

(Chairman McConneti. Mr. Rhodes. 

Mr. Ruoprs. In these contracts which Mr. Peisner got to admin- 
ister the funds of the Baltimore and Boston, the ones from which 
you are receiving a commission, were there bids submitted by other 
administrators for that business, or was it handed to Mr. Peisner for 
a stated ficure ? 

Mr. Nazprin. I understand that in all cases Mr. Peisner solicited 
and obtained business on the basis of low bid. 

Mi. Rov Ss. Of low bid 2 

Mr. Nazpin. Yes, sir. 

Mr. Raop! Ss. You have ho personal knowledge ? 

Mr. Nazprn. No, sir; I don’t have any. 

Mr. Ruoprs. Would you deem it possible that in making his bid 
Mr. Peisner would bid a higher figure for this business than he other- 
wise would because of the fact that he has to pay a commission to 
you 

In other words, isn’t the welfare fund really paying your com- 
mission ? ; 

Mr. Nazpin. I would not want to offer an opinion on that, sir, 
inasmuch as he was low bidder, anyway. 

Mr. Ruoprs. You are not an international officer of the laborers’ 
union, are you? 

Mr. Nazpin. I am the lowest of the low there. I work day by day 
on a per diem basis, and that is all. Dye 

Mr. Ruopes. You work for a local council ? 

Mr. Nazprn. I work for a local council; that is right. and Iam a per 
diem employee of the international, and that is all, on special assign- 
ment. 








~~ 
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When they get something for me to do, they let me know; otherwise, 
that is it. a 

Mr. Ruopes. I have no further questions. 

Chairman McConneut. All right, that is all. Thank you, Mr. 
Nazdin. 

Mr. Moreschi. 

Will you raise your right hand / 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 

Mr. Morescui. I do. 

Mr. McCase. Will you state your full name? 


TESTIMONY OF FAUST MORESCHI, ALEXANDRIA, VA., DIRECTOR 
OF BACON-DAVIS DIVISION, INTERNATIONAL HOD CARRIERS’ 
AND BUILDING LABORERS’ UNION, ACCOMPANIED BY HIS AT- 
TORNEY, CLAYTON BURWELL 


Mr. Morescut. Faust Moreschi. 

Mr. McCase. And your address / 

Mr. Morescui. Hunting Towers, Alexandria, Va. 

Mr. McCase. Your occupation ? 

Mr. Morescut. I am a director of the Laborers Internationa] 

Mr. McCapsr. A director of Laborers International 4 

Mr. Morescui. Let us say I am a director of the Bacon-Davis divi 
sion, a section of the international. 

Mr. McC ase. Have you heard the testimony of Mr. Nazdin / 

Mr. Morescut. Yes: I have been here today. 

Mr. McCase. In that testimony we were told that you have received 
money payments as a result of work done for Mr, Arthur Peisner. 

Mr. Morescut. Yes: I received commissions 

Mr. McCape. Can you tell us, first of all, in the last year, the yeat 
1953, was that your principal source of income / 

Mr. Morescut. No, sir. 

Mr. McCasr. Was that the greatest amount of money you received 
from any source ¢ 

Mr. Morescnt. You mean the commissions / 

Mr. McCase. Yes. 

Mr. Morescut. No, sir. 

Mr. McCasr. Would you tell us how you entered into this 
arrangement ¢ 

Mr. Morescui. If hy recollection is correct, | was approached some 
time in 1951, I don't reeall the month. 

Mr. McCase. By whom / 

Mr. Morescur. Kither Mr. Peisner and Leo Nazdin, or Leo Nazdin 
and Mr. Peisner. I don’t recall exactly who came and conversed with 
me in reference to health and welfare at the time. 

Mr. McCapr. What was the nature of the discussion ? 

Mr. Morescut. They said that Mr. Peisner would like to branch out 
in the administration field throughout the country and I told them 
that he is a competent man and if he went out and bid like anyone else 
it would be a good thing for the laborers to get assistance from a man 
such as he. 

Mr. McCarne. Had you known Mr. Peisner prior to this meeting / 

Mr. Morescut. No, I don’t ever remember meeting Mr. Peisner. 
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Mr. McCanr. Had you any knowledge of his capacity as an admin- 
istrator 4 . 

Mr. Morescur. I had heard by many people that he was an admin- 
istrator and he was a competent administrator in Washington, D. C 

Mr. McCase. Had you had any personal dealings with him as an 
administrator ¢ 

Mr. Morescui. No, sir 

Mr. McCare. Did you have any dealings with welfare fund admin 
istration ¢ 

Mr. Morescut. No, sir 

Mr. McCase. In any capacity ¢ 

Mr. Morescuti. No, sir. 

Mr. McCapre. Yet Mr. Nazdin and Mr. Peisner felt that they could 
call upon you, you say, to endorse Mr. Peisner’s competence as an 
administrator ¢ 


Mr. Morescut. No, sir 


Mr. Met ABE. ‘| hen Vi 1\ aid ft 1e' eall on you! 
Mr. Morescut. They called on me and asked me if there were any 
ins rance fut ds Ol benef ts sur h as they were running in the country 


and if I knew of any, or if anyone spoke to me, would I tell them 
of Mr. Peisner or would I tell Mr. Peisner so that he could gO and see 
if he could secure the administration of the funds and such as that. 

Mr. McCasr. You said if anyone was to speak to you about it; were 
you to wait until someone asked you if you knew of an administrator ¢ 

Mr. Morescut. Many people asked me that. 

Mr. McCase. I mean about this particular discussion. 

Mr. Morescut. No, if I happened to run across somebody and they 
were looking for an administrator, I would tell them that Mr. Peisner 
was in the field. They could either contact him or I would tell Mr. 
Peisner there was an opening in a certain section and if he wanted to 
0 there and make a bid, he should YO there. 

Mr. McCanr. You were to get Mr. Peisner in touch with a prospect ? 

Mr. Morescut. Or I would tell him; either the prospect themselves 
could contact Mr. Peisner, or I would tell Mr. Peisner. It was never 
the same. ; 

Mr. Wier. Do you infer by that that you were going to get a check 
every month for the amount you got, just for doing what you-—— 

Mr. Morescut No, sir; he said he would figure it out on a commis- 
sion basis. 

Mr. Wier. You must have done a little more than what you just 
reported to him. 

Mr. Morescut. Sir? 

Mr. Wier. You must have done a little more in the field than vou 
reported to him if pen received that much money. 

Mr. Morescut. I don’t know anything I did in the field. 

Mr. McCase. Did you ever t alk to anybody about hiring Mr. Peis- 
ner as an administrator ? 

Mr. Morescut. I never talked to anyone about hiring Mr. Peisner 
I would tell them that Mr. Peisner was an administrator. 

Mr. McCase. Whom did you tell? 

Mr. Morescur. I told DiNuno. 

Mr. McCase. How did you have the occasion to tell Mr. DiNuno 
that Mr. Peisner was a good administrator ? 
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Mr. Morescnit. Leo Nazdin and I were speaking of Mr. DiNuno, as 
far as administration work—— 

Mr. McCapsr. How did the meeting come about? You and Mr. 
Nazdin met Mr. DiNuno. How did you happen to meet him ? 

Mr. Morescut. We met once in Washington and once in New Or 
leans, in two different places. 

Mr. McCapsr. How did the subject of welfare-fund administration 
come up ? 

Mr. Morescut. I don’t know if Mr. DiNuno asked us how ours was 
getting along in Washington, how the fund in Washington worked, 
and how it was progressing and if Mr. Peisner who was handling it 
was a competent man in such a position. 

Mr. McCabe. He asked you that ¢ 

Mr. Morescui. Yes. 

Mr. McCapser. You told him what? 

Mr. Morescur. I don’t remember telling him anything. 

Mr. McCase. You got paid for it, though, didn’t you ¢ 

Mr. Mores HI. xcept that he was a good administrator in this 
health and welfare. 

Mr. McCase. How did you know that? 

Mr. Morescut. I was told that. 

Mr. McCarr. You were told that ? 

Mr. Morescut. Yes. 

Mr. McCase. You felt that on this report to you you were justified 
then in telling this to Mr. DiNuno ? 

Mr. Morescui. Absolutely. 

Mr. Lucas. Who told you that ? 

Mr. MorESCHI. | had heard many people Ith Various organizations, 
locals, as you say, either the bricklayers, the eal penters, whatever it 
may have been. 

Mr. Lucas. Did Mr. Nazdin tell you that? 

Mr. Morescut. No, sir. 

Mr. Lucas. Did he tell you he was not a good admnistrator 4 

Mr. Morescut. No, sir. If | recall, he did Say that he did do the 
work as reasonably as anyone in the insurance business. 

Mr. Lucas. You had an understanding with Mr. Nazdin you were 
to geta percentage of the income, did you not ¢ 

Mr. Morescut. Mr. Peisner stated that if he did secure funds he 
would base it on a commission. 

Mr. Lucas. You or Mr. Nazdin ? 

Mr. Morescut. To both of us. 

Mr. McCane. You mean you had an agreement with Mr. Peisner 
under which you would receive what you call a commission if someone 
at your behest brought a welfare fund to him for administration ? 

Mr. Morescui. Not an agreement, an understanding. 

Mr. McCabe. An understanding ? 

Mr. Morescur. Yes. 

Mr. McCape. Is not an agreement an understanding ? 

Mr. Morescui. An agreement may be a signed document. We just 
talked, there was an understanding between us. 

Mr. McCase. There was an understanding, and as a result you were 
to be paid a “commission.” 

Mr. Morescui. A commission. 
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Mr. McCanr. How much money did you get from him ? 

Mr. Morescur. In 1951, $3,500; in 1952, $4,692.53; the same, 1953, 
$4,692. It expires this year, $2,912: total, $15,796. 

The last one, I have not received my form 1099, but I think that 
s the figure. 

Mr. McCane. So you got $15,000 from Mr. Peisner just by being 
available in case someone should ask you if he was a good administra- 
tor, and then suggesting he was? 

Mr. Mores« Hil. No, Sir > I told many people when | Was asked if 
there were any good administrators to contact Mr. Peisner. 

Mr. McCaser. I would like to get this very clear. Are you telling 
this committee that you would wait until somebody asked you, and 
then you would endorse Mr. Peisner, and for that you got $15,000 plus ¢ 

Mr. Morescut. Well, if that is the way 

Mr. McCiapre. You are the witness. 

Mr. Mori SCH. No, ] spoke to people and people spoke to me. 

Mr. McCane. Isn't it the fact that you went out and hustled and 
tried to sell this business ? 

Mr. Morescui. No, sir. 

Mr. Me (ABE. Did anvbody else do it on your behalf ? 

Mr. Morescui. No, sir. 

Mr. McCane. You mean to tell us that Mr. Peisner is willing to pay 
you fifteen thousand or more dollars, just because you were available 
Ih Case somebody should ask you how eood he is ¢ 

Mr. Morescni. He was not willing. I was under the impression 

f he went out and secured administration work it would work out 
ona basis: he never said what he would give me. 

Mr. McC apse. If he was not willing, then how did you get the $15,000 
out of him ¢ , 

Mr. Morescut. It must have been within the percentage basis that 
he figured out. 

Mr. Wier. For doing what ? 

Mr. Morescut. For administration work that he got. 

Mr. Wier. For your doing what? [ haven't yet found anything 
that you have done that is worth over a buck and a half. 

Mr. McCapnr. What did you do to get this business through Mr. 
DiNuno ? 

Mr. Morescui. I didn’t do anything. 

Mr. McCapr. How much did you get paid for that? 

Mr. Morescut. I never set any figure, any salary. It was on a 
commission basis. 

Mr. McCapr. You received money ? 

Mr. Morescut. Yes; a commission. 

Mr. McCase. How much did you receive for that effort, for that 
piece of work ? 

Mr. Morescur. I just gave you the figures, sir. 

Mr. McCapne. You have given us a total of more than $15,000. You 
started off by saying that in 1951 you got $3,500; now, was it in 1951 
that you contacted Mr. DiNuno? 

Mr. Morescut. I don’t recall what year it was. 

Mr. McCasr. Would it be 1952? 

Mr. Morescui. I don’t recall, sir. 
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Mr. McCane. Then in view of your lapse of memory, I take it that 
somewhere along the line you got a part of this $15,000 for doing 
nothing; is that correct ¢ 

Mr. Morescut. No, sir. 

Mr. McCapre. What is the fact ? 

Mr. Morescut. It was a commission payment. 

Mr. McCaser. For what? 

Mr. Morescut. From Mr. Peisner, speaking in behalf of Mr. Peis 
ner, trying to secure clients o1 people that he could gO to to secure Ol 
bid on administration work. 

Mr. McCane. Just what did you tell Mr. DiNuno about Mi 
Peisner / 

Mr. Morescut. I just told Mr. DiNuno that Mr. Peisner was out in 
the field to do administrative work and if Mr. Peisner could have a 


bid, himself, on it, and if he was competent could secure it, possibly. 


Mr. McCaser. That is all you told him ? 

Mr. Morescut. That is all. 

Mr. McCase. That would take about 15 seconds ? 

Mr. Morescut. I don’t know, sir. 

Mr. McCasr. You got paid at this rate for that type of salesmat 
ship ¢ 

Mr. Morescut. Well, I don’t know. 

Mr. McC arr. Who else cid Vou contact besides Mr. 1) Nuno? Who 
were some of the others? 

Mr. Morescut. Baltimore. 

Mr. McCapne. Who in Baltimore / 

Mr. Mores not | think it was Mr. Buzby,. or | spoke to Mr. Buzbvy. 

Mr. McC ane. He is an official of your union / 

Mr. Morescui. No. 

Mr. McCarne. What is his position 4 

Mr. Moresciur. His position is in one of the locals in Baltimore, 
John Buzby. 

Mr. McCanr. Yes; but he is affiliated with your international / 

Mr. Morescut. Is he affiliated through membership ? 

Mr. McC ape. Yes. 

Mr. Morescuit. All members are affiliated through membership. 

Mr. McCape. Mr. Buzby is the local official in Baltimore of the inter 
national which employs you here in Washington: is that correct ? 

Mr. Morescut. No. 

Mr. McCanre. Maybe I am confused. 

Mr. Morescut. He works for a local in Baltimore. 

Mr. McCasr. Laborers local ¢ 

Mr. Moresciur. Yes. 

Mr. McCanr. And you were with the Laborers International 
Washington / 

Mr. Morescui. Yes. 

Mr. McCane. What did you tell him ¢ 

Mr. Merescui. I don’t recall the exact words except that if they 
had any health and welfare benefits and if they wanted a good compe 
tent man to administer them, they could seek Mr. Peisner out. 

Mr. McC ape. How did you know that Mr. Buzby would he inter 
ested in this information ? 

Mr. Morescut. He spoke to me one time about it. 
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Mr. McCasne. He is one of those who came to you to ask you if you 
knew of somebody ¢ 

Mr. Morescur. Yes; he asked me if [ knew of anyone. 

Mr. McCase. Then you told of Mr. Peisner? 

Mr. Morescui. Yes. 

Mr. McCasre. That was one of the times you waited until somebody 
asked you and then you went in action on behalf of Mr. Peisner ? 

Mr. Morescui. I don’t know if you would call it waiting. 

Mr. Ruopres. Who was present at the time of this conversation with 
Buzby ¢ 

Mr. Morescui. No one that I know of. 

Mr. Ruopes. Just you and Mr. Buzby ¢ 

Mr. Morescui. Yes. 

Mr. Ruopes. Was it in Baltimore ? 

Mr. Morescui. No; I think it was here in Washington. 


Mr. Ruopes. Do you know where it was in Washington ¢ ‘ 
Mr. Morescut. No: it was either over tothe Hamilton or the Statler, 
one of the hotels. I don’t recall the exact place. 


Mr. Lucas. Was it at a convention ? 
Mr. Morescut. No, sir. 
Mr. Lucas. Did you attend any conventions soliciting business for 
Mr. Piesner ? 
Mr. Morescnit. Did I attend any conventions? 
Mr. Lucas. Yes. 
Mr. Morescut. I was at one convention in New Orleans when Mr. 
Peisner was there. 
Mr. Lucas. Did you introduce Mr. Peisner to people there in that 
convention / 
Mr. Morescni. I don’t know if I did, or Mr. Nazdin did. Iam not 
quite sure who did. 
Chairman McConne.Lit. You got paid when business was obtained. 
Did you get paid regardless of whether you got any business for Mr. 
Peisner ? 
Mr. Morescui. No: the arrangement was that any business he would 
get would be on a commission basis for a period of 3 years. 
Chairman McConnetu. Now, what where the names of the unions 
from whom you secured the business for Mr. Peisner ¢ 
Mr. Morescut. I would not say I secured any business from any 
union. I told Mr. Peisner if he wanted the business he would have 
to do it on his own. 
Chairman McConne.ti. Now, Mr. Peisner paid you a commission 
for some business that came under his administration; is that not 
correct ¢ ¢ 
Mr. Morescuti. That is correct. 
Chairman McConneiut. What were the names of the businesses 
for which you were paid, or the unions for which you were paid ? 
Mr. Morescni. He secured work in Baltimore. 
Chairman McConnetu. What are the names of the unions, what 
groups { 
Mr. Morescui. There is no name; they are just laborers locals, the 
laborers. 
Chairman McConne.ti. You were paid for certain types of union 
business. Now, what unions did you get paid for for getting busi- 
é 


ness 
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Mr. Morescui. I don’t quite get your question. 

Chairman McConneti. You brought certain business in to Mr. 
Peisner as administrator; isn’t that correct / 

Mr. MorescHl. Mr. Peisner secured 

Chairman Mc( YON NELL. He secured the business and you got a com- 
mission for getting that business ¢ 

Mr. Morescui. That is correct. 

Chairman McConnetu. What were the names of the unions for 
which you were pi aid ¢ 

Mr. Morescui. There were unions in Massachusetts. 

Chairman McConneti. Name them. What types of unions? 

Mr. Morescui. Labor unions. 

Chairman McConne.tit, What type? 

Mr. Morescur. Construction labor. 

Chairman McConneti. With whom are they tied up? Not just 
locals sitting here, nowhere. Were they carpenters? 

Mr. Morescui. I said they are laborer locals. 

Chairman McConnetui. Name them. There are a lot of people 
that are laborers. 

Mr. Morescut. Building construction laborers. 

Chairman McConne tu. All in the one type of activity / 

Mr. Morescut. Yes, sir. 

Chairman McConneti. With whom are you tied up? 

Mr. Morescui. Sir? 

Chairman McConne i. With what union are you tied up? 

Mr. Morescut. I am with the international. 

Chairman McConnetu, International of what? 

Mr. MorescuHi. International Hod Carriers and Building Laborers 
Union. 

Chairman McConne tt. Is that the same group as this? 

Mr. Morescut. Yes, 

Chairman McConne tu. In other words, you are the international 
representative of the locals for whom you were paid a commission by 
Mr. Peisner: is that correct ? 

Mr. Morescui. I work for the international. I do not work for 
the locals. 

Chairman McConnetx. But the business on which you were paid, 
they were locals of the same international union of which you are a 
representative; is that correct? 

Mr. Morescui. Yes, sir. 

Chairman McConnetu. That is what I wanted to find out. 

Would it not be accurate in saying, then, that you were paid not for 
salesmanship but for influence with those unions ? 

Mr. Morescui. No, sir; I never used any influence on anyone, 

Chairman McConne.tu. You were not a salesman because you said 
you knew very little about it except that you had heard he was a 
very good administrator. So it must have been for influence that you 
were paid. Would that not be right? 

Mr. Morescut. Sir? 

Chairman McConNnELL. You admit that you know very little about 
Mr. Peisner except you heard he was a good administrator, so, ob- 
viously, you could not do much selling along that line. It must have 


been influence that would be the thing to sway the contract toward 
Mr. Peisner. 
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Mr. Morescur. It would have to be Mr. Peisner’s own service ren 
dered to them. 

Chairman McConnetu. His own service? Then there would be no 
point in paying you. 

Mr. Morescut. Well, I would not say that. 

Chairman McConnett. Why would you be paid if he did all the 
work? 

Mr. Morescni. Because I told him where there were possibilities, 
where he could secure it. 

Chairman McConnetu. In other words, it was your influence that 
steered him that way? 

Mr. Morescut. It was up to him, to go up and secure it. There was 
no influence in the matter, 

Mr. Boscu. Did you give Mr. Peisner the right to use your name 
n making these contacts ¢ 

Mr. Morescut. Mr. Peisner might have said, “I know Mr. Mores 
chi.” but not that I ever said, “You could use my name.” 

Chairman McConnett. Is it not true that your father is president 
ot the internat onal union of wv hich you are a representative? 

Mr. Morescut. Yes, sir. 

Chairman McConne i, And also president of the union with which 
these locals are connet ted TO! which you received a commission from 
Mr. Peisner? Is not that correct ¢ 

Mr. Mores HI, He Is not president ot the locals. 

Chairman McConnetni. No: he is president of the international 
union ¢ 

Mr. \LorEs«¢ Ht. Correct. and these locals are afliliated with the 
international. 

Chairman McConnewu. Go ahead. Mr. McCabe. 

Mr. McCase. Do you have any questions, Mr. Rhodes ? 

Mr. Ruopes. Yes. 

If I remember the testimony of Mr. Peisner directly, I believe he 
mentioned when you first made this agreement with him that he paid 
$3,500 to you and the other gentleman. Did you receive part of that? 

Mr. Morescur. As a commission basis; yes, sir. 

Mr. Ruoprs. But this was before Mr. Peisner had received any busi 
ness at all: was it not? 

Mr. Morescut. He asked us to see if we could get leads for him so 
that he could go and try and secure these administration duties. 

Mr. Ruopes. In other words, that was a payment on account ¢ 

Mr. Morescuit. That is right. 

Mr. Ruoprs. In your accounting to Mr. Peisner, was that sum ever 
deducted from the commissions which you had earned as a result 
of obtaining the business ¢ 

Mr. Morescur. That was the understanding. 

Mr. Riropes. So the understanding was then, that you would be, 
you would further his interest so to speak, in obtaining this type ot 
business from locals of the union which you represent ¢ 

Mr. Morescut. No: L never told Mr. Peisner that I would try to 
further his position in any health and welfare funds. , 

I told Mr. Peisner that he would have to fo out and bid lke anyone 
else and if he could secure them I would be happy. 

Mr. Bosca. Why would he have to pay you $15,000 to go out and 
vet business for him? That is what I cannot understand. 
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Mr. Morescut. I don’t think he knew where there was a possibility 
of securing such business. 

Mr. McCase. Didn’t you say you were going to sit back and wait 
until somebody asked you? 

Mr. Morescut. No; I said if I heard of any, or if anyone asked me. 

Mr. McCase. But you would wait until somebody asked you? 

Mr. Morescut. Both ways. If I heard of any, I would tell him, and 
if someone asked me, I would tell him. 

Mr. Lucas. Is it common practice among the employees of the in- 
ternational to accept outside commissions like that? 

Mr. Morescut. No, sir; I never have. That is the first time I have. 

Mr. Lucas. Did your father know you were taking that commis- 
sion ? 

Mr. Morescut. No, sir. 

Mr. Lucas. Did any other employees in the international office 
know you were getting this commission ¢ 

Mr. Morescnt. No, sir. 

Mr. Lucas. Did you share this commission with anybody else in 
the office ? 

Mr. Morescut. No, sir. 

Mr. Lucas. Had they learned you got. this commission before this 
hearing? 

Mr. Morescut. No, sir. 

Mr. Lucas. Then this hearing will reveal to them for the first time 
that. you received $15,000 ? 

Mr. Morescnt. The paper did that this morning. 

Mr. Lucas. Would you do it again if the opportunity were offered 
to you? 

Mr. Morescut. Well, I don’t think so. I think that I have too 
much to do now and I don’t know that I could handle any such as 
that again. 

Mr. Lucas. If somebody came to you and said, “If you will just 
tell me, from information you have received, as an employee of the 
international, of unions that are about to enter into welfare contracts 
and if I get business from those unions I will give you 17% 
percent”—— 

Mr. Morescnit. No, sir. 

Mr. Lucas. Would you accept such an agreement now ? 

Mr. Morescui. No, sir. 

Mr. Lucas. Why wouldn’t you? 

Mr. Morescur. Well, it is not a question of why wouldn’t I. 

Mr. Lucas. Yes: that is my question. 

Mr. Morescnt. That is your question. Well, I don’t know. I 
couldn’t answer that. 

Mr. Lucas. You said you wouldn’t. Why wouldn’t you? You did 
it once. 

Mr. Morescut. I just wouldn't. 

Mr. Lucas. Well, do you think it is wrong? 

Mr. Morescut. No, sir. 

Mr. Lucas. Do you think it is right? 

Mr. Morescut. Yes, sir. 
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Mr. McCaze. You mentioned that Mr. Peisner went to New Orleans, 
you saw him at New Orleans. Did he go to New Orleans at your 
suggestion ¢ 

Mr. Morescur. No, sir. 

Mr. McCase. Did you know before he left that he was going to 
New Orleans? 

Mr. Morescui. No, sir. 

Mr. McCase. Did you just happen to meet him there? 

Mr. Morescui. I was told when I got there he was coming to New 
Orleans. 

Mr. McCase. Do you know at whose suggestion he went to New 
Orleans? 

Mr. Morescui. No, sir. 

Mr. McCase. Who told you he was coming to New Orleans? 

Mr. Morescut. I think Mr. Leo Nazdin told me that Mr. Peisner 
was coming to New Orleans. 

Mr. McCanr. Besides Mr. DiNuno and Mr. Buzby, who else placed 
an administrator’s job with Mr. Peisner at your suggestion ¢ 

Mr. Morescut. I don’t know who else placed them. I do know he 
spoke to people in Pennsyl\ ania. 

Mr. McCase. Who else did you talk to? You told us about some 
very, very sketchy discussions with Mr. DiNuno and Mr. Buzby. 

Mr. Morescut. I spoke to Mr. Smith, St. Paul. 

Mr. McCane. Did that result in business for Mr. Peisner ? 

Mr. Morescut. I don’t think so. 

Mr. McCase. And what did you tell Mr. Smith ? 

Mr. Morescut. No: Mr. Smith was the one that asked me if I 
knew of anyone that knew anything about this health and welfare 
and these plans and things. I told him that he could either contact 
Mr. Peisner or I would tell Mr. Peisner to contact him. I am not 
quite sure which it was, 

Mr. McCasne. But there was no business as a result of it ? 

Mr. Morescut. I don’t know, sir. I don’t know if he is still working 
on it or not. 

Mr. McCane. You have not been paid, though, as a result of any 
Minneapolis business ? 

Mr. Morescut. Well, I don’t know. The figure was set on a 
commission basis and I just got the payments. 

Mr. McCapn. Aren’t you interested in knowing whether your 
commission payments are correct according to your agreement ? 

Mr. Morescui. I always thought they were. I never gave it a 
thought they were incorrect. 

Mr. McCane. Who else did you talk to in your union, what other 
local ? 

Mr. Morescut. Mr. Starrone, from Pennsylvania. 

Mr. McCase. Did any business result from that conversation ¢ 

Mr. Morescut. I don’t think so. I think Mr. Peisner went up there, 
but I don’t know if he secured anything or if he is still working on 
it or not. 

Mr. McCarnr. Who else did you talk to? 

Mr. Morescur. I don’t recall any other at the moment. 

Mr. McCase. Did you ever make any special trips out of town for 
the purpose of discussing Mr. Peisner with any of these people ? 


Mr. Morescnt. No, sir. 
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Mr. McCase. Did you ever write any letters to any of these people? 

Mr. Morescui. No, sir. 

Mr. McCase. Did you ever make an easier $15,000? Did you ever 
work less for $15,000 ? 

Mr. Morescut. No, sir. 

Mr. McCase. I have no further questions. 

Mr. Boscu. Mr. Moreschi, isn’t it a fact that your name was the 
thing that sold this business? 

Mr. Morescut. No, sir. 

Mr. Boscu. You admitted that you didn’t do a thing. 

Mr. Morescur. I happened to know many people. It wasn’t the 
hame. 

Mr. Ruopes. As a representative of the international, though, a 
lot of people ask you for information, people from locals, what facil 
ities are available for this particular thing, and so on and so forth? 

Mr. Morescut. No, sir. 

Mr. Ruopes. Isn’t that part of your job as an employee of the 
international to help the locals procure this type of service ¢ 

Mr. Morescuti. No, sir. 

Mr. Ruopes. What do you do for the international 

Mr. Morescui. I have charge of the Bacon- Davis division. 

Mr. Ruopres. So this was over and beyond your ordinary duties 
with the international ? 

Mr. Morescut. Yes, sir. 

Mr. RuopEs Whe TN) you talked to these people were you engaged 
in your job with the international ? 

Mr. Morescur. I don’t quite understand that. 

Mr. Ruoprs. At the time you carried on these conversations were 
you on your own time or were you on the time of your employer? 

Mr. Morescut. It would be mostly in the evenings. 

Mr. Riroprs. On your own time ¢ 

Mr. Morescnit. Yes, sir. 

Chairman McConneuu. Are there any other questions ? 

Mr. Mituer. Mr. Moreschi, I was wondering how it comes that you 
knew so many people whose names would be worth something to Mr. 
Peisner. 

Mr. Morescut. Repeat the question, sir. 

Mr. Miniter. You said that you knew so many people; co at that was 
why you were worth something to your emp lover, Mr. Nazdin, who 
was paying you this commission. How did you happen to have such 
a wide acquaintanceship ? 

Mr. Morescut. I was never an employee of Mr. Nazdin. 

Mr. Mitier. He was paying you a commission. 

Mr. Morescut. Mr. Peisner. 

Mr. Mitier. You spoke a number of times of knowing so many 
people that that is what made you valuable to Mr. Peisner. 

Mr. Morescut. So many people knew me. 

Mr. Miuter. That is about the same thing. Then what pains did 
you take to make this knowledge of yours worth something to Mr. 
Peisner ? 

Mr. Morescuit. That was up to Mr. Peisner. 

Mr. Murer. No; it was up to you to earn the commission. He 
wouldn’t pay you any commission unless he gets some business from 
what you have done for him. 
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Mr. Morescut. He secured business up in Boston, Providence, and 
in Baltimore. 

Mr. Mitier. Yes; presumably through you. 

Mr. Morescut. Through his own efforts. 

Mr. Mixer. Yes; but through something you had done before he 
put forth the effort. He didn’t put forth the effort until you had 
given him some information. Evidently he would not pay you a 
commission until you had done something. You must have given him 
a hame. 

Mr. Morescut. I told him that he could possibly secure this health 
and welfare administration in New England. 

Mr. Mitier. Yes; but New England is just a territory. That is not 
the name of an individual. 

Mr. Morescut. There are other spots or other pplaces he could 
secure, various places, Boston, Providence, and such. 

Mr. Mitter. I am not trying to be critical. It seems to me there 
isa point somewhere—— 

Mr. Morescui. I don’t understand your question. I am sorry. 

Mr. Minter. You certainly have given some service to Mr. Peisner? 

Mr. Morescut. Yes. 

Mr. Miuier. I am trving to find out what that is. 

Now, can you not tell this committee? Up to now I do not see that 
you have done anything to earn the money. You can certainly clear 
that up. You certainly made a lot of contacts that you told Mr. 
Peisner about. Now, who were they ¢ 

Mr. Morescut. Mr. DiNuno, Mr. Buzby, Mr. Smith, Mr. Starrone. 
| gave the hames., 

Mr. Minter. In most instances do you think he got this business 
through you / 

Mr. Mores Hil. He rot the business through his own-— 

Mr. Minter. I mean through your having been the contact man. 

Mr. Morescut. I never acted as a contact man. 

Mr. Miuuer. I would eall it a contact man even if you just told Mr. 
Peisner that. I can hardly believe that anybody is going to pay you 
$15,000 over a period of 3 years for as little service as you tell us you 
rendered. 

Mr. Morescut. Well, I rendered all the service I did render to him; 
he must have been satisfied. 

Mr. Muer. I am wondering what satisfied him to pay you this 
commission, 

Mr. Morescut. I don’t know. 

Mr. Mitier. He was paying you 171% percent; is that right? 

Mr. Morescui. No; I was to get half of 1714 percent. 

Mr. Mitier. Yes; between the 2 you were getting 1714 percent. 

Now, he evidently figured that that 1714 percent on a certain amount 
of business with certain people. What did you have to do with it? 

Mr. Morescut. If he secured the administration he would work on 
a 1714-percent basis. By doing the services rendered in this admin- 
istration work—— 

Mr. Miter. Certainly we will agree with that, but what did you 
do to make it possible for him to know where to go? 

Mr. Morescut. I didn’t make anything available. I just told him 
where he possibly could go and bid on administration work. 

Mr. Mutter. You have told us about 4 or 5 names. 
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Mr. Morescut. Yes. 

Mr. Mitzer. That is all that you remember? 

Mr. Morescnt. I may have told him others. I don’t recall. I do 
recall them. There may have been others I spoke to. 

Mr. Mitier. You can’t be sure you told him of others? 

Mr. Morescut. I don’t recall: no, sir. 

Mr. Minter. Then as far as you can recall, all you did for this $15,000 
was to give Mr. Peisner 4 or 5 names, names of 4 or 5 organizations 
to whom he might go and solicit business; is that right ? 

Mr. Morescui. I don’t recall, sir, how many names I gave him. 
There may have been others. 

Mr. Miter. That is all. 

Mr. McCase. Mr. Moreschi, would you please identify for our record 
the gentleman on your right? 

Mr. Morescut. This is Clayton Burwell, counsel. 

Mr. McCase. Your attorney ? 

Mr. Morescui. Yes. 

Mr. McCase. Is he connected with the international union ? 

Mr. Morescut. No, sir. 

Mr. McCase. He is appearing here as your private attorney ? 

Mr. Morescut. Yes, sir. 

Chairman McConneuu. If there are no further questions, thank 
you, Mr. Moreschi. 

I understand that we have in the hear gy room one of the employer 
trustees. I would like to ask him to come forward, Mr. Elihu D. 
Frick. Is he here? 

Mr. Frick. I am here. 

Chairman McConnetu. Mr. Frick, will you raise your right hand ? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

Mr. F RICK. I do. 

Chairman McConneuu. Be seated. 


TESTIMONY OF ELIHU D. FRICK, SILVER SPRING, MD., AUDITOR, 
CHARLES H. TOMPKINS CO. 


Mr. McCase. Will you state your full name? 

Mr. Frick. Elihu D. Frick. 

Mr. McCase. Address ? 

Mr. Frick. 16 Woodmore Drive, Silver Spring, Md. 

Mr. McCase. Your occupation ? 

Mr. Frick. Auditor, Charles H. Tompkins Co. 

Mr. McCase. You are here today in response to a subpena issued 
by the chairman of this committee ? 

Mr. Frick. That is correct. 

Mr. McCapse. Can you tell the committee whether you have heard 
all of the testimony presented here today ¢ 

Mr. Frick. I heard most all of it. I came in a little after you 
started the committee hearing this morning. 

Mr. McCase. You are also an employer trustee on several of the 
welfare funds which this committee has been surveying; is that 
correct ? 

Mr. Frick. On two of the funds. 

Mr. McCase. Would you identify those two? 











546 INVESTIGATION OF WELFARE AND PENSION FUNDS 


Mr. Frick. Yes. The carpenters’ trust fund for the Washington 
area, and the laborers’ district council trust fund No. 2. 

Mr. McCaze. For how long a time have you served in that 
capacity ¢ 

Mr. Frick. On the carpenters’ trust fund my first meeting was July 
9. I served 1 year and this is my second year. 

On the laborers’ trust fund No. 2, I was one of the original trustees 
and attended the second meeting they held. I continued on that for— 
this is my fifth year. 

Mr. McCane. Prior to today did you have any knowledge of the 
money pi re nts which have been discussed here, made by Mr. Peis- 
ner to Mr. Nazdin and Mr. Moreschi ? 

Mr. Frick. No, I didn’t. I was quite shocked to learn it. 

Mr. McCasr. Do you know whether any of the other trustees had 
know ledge of those pay ments ¢ 

Mr. Frick. I am sure that they did not. 

Mr. McCane. Would you tell the committee, Mr. Frick, what are 
your duties as a trustee ? 

Mr. Frick. As a trustee we meet generally once a month, or at 
spec ial meetings, to review the reports and to attend to the special 
business, letters. and correspondence that are brought before the trus- 
tees and to pass on what we feel are the important matters that are 
not dele vated to the administrator. 

Mr. McCane. What reports do you refer to? 

Mr. Frick. The administrator makes a report once a month and 
the C. P. A.’s make reports. One of the C. P. A.’s makes a report 
monthly. The other C. P. A. makes a report quarterly. 

Mr. McCanr. Do you understand that as a trustee you have any 
potential liability for the handling of these funds? 

Mr. Frick. Yes, sir. 

Mr. McCare. What is your understanding of that ¢ 

Mr. Frick. My understanding is that we are to do the best job in 
our power to protect and preserve the money that is paid in by the 
employers and to see that the maximum benefits are received by the 
laborers or carpenters at an economic operation of the fund, to the 
best of our ability. 

Mr. McCapre. Are you concerned as a trustee with the manner in 
which the records are maintained ? 

Mr. Frick. Yes; I am. 

Mr. McCanr. Have you been aware that in the keeping of these 
records, a number of canceled checks have not been retained by the 
administrator ? 

Mr. Frick. I did not know until this morning that there were any 
canceled checks disappearing. I understand by your C. P. A. that the 

canceled checks that were destroyed were not a part of either of the 
two funds that I am connected with. 

Mr. McCase. Are you concerned with whether there is a time limit 
for filing benefits claimed under this? 

Mr. Frick. Yes; we are. 

Mr. McCanr. Have you had any experience with that situation ? 

Mr. Frick. “; we did. 

Mr. McCase. Can you tell the committee about it ? 

Mr. Frick. ‘The experience was this, we found that a claim that 
for payment of loss of time and that during a portion of this period 





INVESTIGATION OF WELFARE AND PENSION FUNDS 547 


the man worked and received salary. As a result of that incident, 
the board voted that any claim for loss of time must be presented 
within 10 days from the first date the man was off sick. 

Mr. McCasr. Is that now being done, to your knowledge? 

Mr. Frick. That is now being done. 

Mr. McCase. As a trustee do you have any responsibility in con- 
nection with the labor medical center ? 

Mr. Frick. No. The labor medical center is not under the trustees. 

Mr. McCabe. That is not under the trustees / 

Mr. Frick. Originally when it was started—we don’t know too much 
about it except what I learned about it today—but we were asked to 
establish a medical clinic and we were afraid of the possibility of its 
going into bankruptcy. 

The trustees did contribute certain X-ray equipment in which they 
retained title. 

Mr. McCase. Did you contribute anything else ? 

Mr. Frick. Nothing else. 

Mr. McCase. Did you understand the source of the funds? 

Mr. Frick. It was part of the trust fund. 

Mr. McCase. Did you have any responsibility in connection with 
the record check you mentioned a while ago to satisfy yourself, or the 
trustees generally, about the validity of claims, the propriety of bills 
paid, or claims paid by the administrator ¢ 

Mr. Frick. We have hired two C. P. A.’s to check all of the claims 
handled by the administrator. I believe they check about 10 percent. 
I have spot checked claims my self. We have let a contract to C. P. A.’s 
for that checking. 

Mr. McCape. How often do the trustees meet in the funds where 
you are trustee ¢ 

Mr. Frick. They are scheduled to meet once a month and in cer- 
tain cases they have met much more often than that. When there was 
a particular problem there was a dispute between the trustees I meet 
many times during the month. 

Generally there isa scheduled meeting once every month. 

Mr. McCase. Regular meeting once a month and special meetings 
when called ? 

Mr. Frick. When called. 

Mr. McCase. Is Mr. Nazdin the chairman of either trustee group on 
which you serve? 

Mr. Frick. Mr. Nazdin is chairman of the laborers. 

Chairman McConnetu. We have been informed, Mr. Frick, by a 
previous witness, Mr. Nazdin, chairman of the board of trustees, that 
there has been no competition over an administrator once Mr. Peisner 
had been selected. Don’t you think it would be a wise thing to have 
competition for that position ? 

Mr. Frick. I very definitely do believe there should be competition. 

Chairman McConne tu, If it was no lower cost it might increase the 
benefit to the workers? 

Mr. Frick. Yes. 

Mr. Lucas. In line with that question, what do you understand to 
be the fee that you are paying Mr. Peisner for administering these 
funds? 

Mr. Frick. We are paying him, as I see it, for all of the administra- 
tion work and the ruling on claims, that they are in accordance with 
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the original trust fund agreement; if there is doubt in his mind as an 
attorney as to the properness of a claim, he would submit those to the 
board of trustees. 

Mr. Lucas. And how much are you paying him for it? 

Mr. Frick. The carpenters are paying $18,000 a year. 

Mr. Lucas. Let us take it in percentages. Is it 5 percent of the 
rross ¢ 

Mr. Frick. I would think 

Mr. Lucas. What do you understand it to be? He has testified 
itis 5 percent. Is that your knowledge? 

Mr. Frick. I would think that would be about correct. 

Mr. Lucas. You mean you have never thought about it before? 

Mr. Frick. Yes; I have a chart on it. 

Mr. Lucas. Mr. Frick, ouaid you be interested in receiving a bid 
from a competent person who would handle that fund or those funds 
for 4 percent ¢ 

Mr. Frick. I would be interested in a bid and I am sure now we 
will be very interested in a person who would work on a salary basis so 
that we are paying the exact cost and not a lump-sum fee. 

Mr. Lucas. Will the trustees now reopen this proposition so that 
an attempt will be made to secure these services for less money than 
they are now pay ing for them ? 

Mr. Frick. The four c arpenter trustees will insist that it be re- 
opened. 

Mr. Lucas. That is all. 

Mr. Granam. Mr. Frick, does Mr. Peisner render any service in 
relation to the money which is maintained in surplus? Does he col- 
lect money? Doesn’t his work have to do with working with the funds 
that are paid in claims? 

Mr. Frick. That is correct. He is responsible for the collection of 
the money from the contractors and the disbursing of the money to 
hospitals, doctors, or laborers and carpenters for the benefits they 
receive. 

Mr. Granam. The percentage that it costs for the administration, 
that is for paying the claims, is much higher than 5 percent, is it not? 

Mr. Frick. That is correct. 

Do you want me to get some figures on that for you? 

Mr. Granam. Yes; I would like to have them. 

Mr. Frick. To September 30, 1954, in the carpenters’ fund the con- 
tributions an subscribers have been $1,647,000. 

The disbursements for benefits to carpenters have been $819,234. 

The benefits for dependents have been $644,694. 

The overhead has been $88,770. 

That is about 5 percent of the total. 

Do you want a breakdown of the overhead ? 

Mr. GraHam. That is fine. That is all. 

Mr. Wier. Are you a general contractor ? 

Mr. Frick. I am auditor for a general contractor. 

Mr. Wier. You are auditor for a general contractor ? 

Mr. Frick. I am employed by a general contractor. 

Mr. Wier. Do you represent the contractors as a proxy? 

Mr. Frick. The Construction Contractors Council, which is an 
association of general contractors, and all subcontractors, it is a com- 
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bined association, the board of trustees of the CCC appoint the trustees 
for the employer side. 

Mr. Wier. Do you receive a salary then as the auditor for the 
general contractors ¢ 

Mr. Frick. No; the trustees serving for the CCC do not receive any 
salary. 

Mr. Wier. That is part of your job? 

Mr. Frick. It is part of my job as being a member of a general 
contractor. I do this work because I have been appointed through 
their association. 

Mr. Wier. The question I was going to ask would not apply because 
you are not a party to this agreement. 

I was going to as sk you something about the agreement, that is, the 
provision in the ( ‘arpenters General Contractors Peete dco agree- 
ment with the Building Trades Council and these various unions. 

Is this applicable to all of the building trade local unions, all in the 
building trades, or is it just parts of the building trades that have these 
welfare funds # 

Mr. Frick. I would say a large part of the building trades have it. 
We know, I suppose, a dozen or so here in W ashington. How many 
don’t have, I don’t know. . 

Mr, Wier. Talking about the District of Columbia now ? 

Mr. Frick. Most of them in the District of Columbia do have them 
now, if not all. 

Mr. Wier. That is all. 

Chairman McConnetu. Are there any other questions? 

Mr. Miuter. I would like to ask Mr. Frick a question. 

Do you feel that you are dissatisfied with the administration of these 
funds as it has been up to now? Are you satisfied, or dissatisfied ¢ 

Mr. Frick. I am dissatisfied at the moment. 

Mr. Miuirer. Why is it that there has not been any change in the 
administration, no competition for some other administration all these 
years ¢ 

Mr. Frick. We considered a change last year. It was a private 
meeting of all the trustees and it was the opinion of 7 out of the 8 
that it was not a proper time for the change for the good of the fund. 

That was our opinion early in this year. 

Mr. Mixer. At the present time is it a matter of inefficient admin- 
istration or just too big a cost that you seem to be dissatisfied? What 
is the element of your dissatisfaction ? 

Mr. Frick. Our element of dissatisfaction then was that the records 
were not kept as accurately as we thought they should be kept. 

Mr. Mitxer. But the expense of operation, you had no objection 
on that score? 

Mr. Frick. The bid that Mr. Peisner submitted originally was the 
lowest bid we had. We would like to get a lesser cost on administra- 
tion, if possible. 

Mr. Miuier. But you did have other bids; is that right? 

Mr. Frick. We did, yes. 

Mr. Miter. And you feel that you can now get other bids and per- 
haps lower bids and more efficient service ? 

Mr. Frick. I don’t know that we can get lower bids, but I think that 
before another year we should request bids, including Mr. Peisner, 
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and should also consider the possibility of putting an administrator 
on the payroll and the trust fund administering the fund itself through 
a paid employee . 

Mr. Miuier. So that there would be no question of the administra- 
tor having a diversity of interest that might be contrary to yours? 

Mr. Frick. He would be working directly for the trustees, and be 
our employee. 

Mr. Miter. I understand. 

Thank you. 

Chairman McConneti, That is all, Mr. Frick. Thank you very 
much. 

All witnesses under subpena are now excused. 

We will conclude the hearings at this time. 

I believe that mention was made that Mr. Kelly, an attorney, would 
be pleased to submit to us, or tell us something about the management 
of trustee funds. I am sure the committee would be very pleased to 
receive such a communication from him, such a brief, and it will be 
filed with these hearings. I want to offer him an opportunity to 
present it. 

There are no more witnesses to be heard at the present time; so this 
will conclude the hearings. 

[ think the hearings have been very informative and I am sure that 
most of us have gained some valuable information. 

I think the staff has done a particularly good job on the work they 
have accomplished. 

Mr. Lucas. Before we adjourn, Mr. Chairman, as ranking Democrat 
on this subcommittee, I want to say a word of praise to you, and to 
the staff for the very efficie nt way in which they have hé andled these 
hearings which I have parti ‘ipated 3 in. 

I mention in particular Mr. Graham, who has done a splendid job of 
organizing the hearings: Mr. McCabe has done an excellent job of 
handling the leval work: and, of course, I want to mention also Mr. 
Bellino, Mr. Weltmer, and Mr. Russ Derrickson, members of our 
permanent staff. who have done a splendid job. 

This is the finest type of congressional service and I am very proud 
to be associated with these ventlemen in this fine work. 

Chairman McConne.zt. Thank you. 

Mr. Wier. I want to join with my colleague here on the majority 
side after January 5. And again reiterate what I have often said, 
that the chairman during my service here over the last 6 years, has 
always been most fair, most tolerant, and alw: ays prepared to do a job 
as = is been done here in these 3 days. 

do want to join with Mr. Lucas in commending all of the staff here 
a have made a thorough job of this and presented the material here 
that has made it easier for the committee. 

It has been very interesting to see how this new field is functioning 
and find out the defects and in the hopes that we can encour age the 
unions themselves to look into this field and make these kinds of 
hearings unnecessary. 

Chairman McConnett. Thank you, Mr. Wier. 

We are now adjourned. 

(Thereupon, at 4:35 p. m., the hearing was adjourned. ) 
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